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FOREWORD BY THE MAYOR 


It is my profound pleasure to present this financial performance report for the period 
ending June 2010. The road has been rough and bumpy. Not very long our municipality 
was receiving disclaimers and qualified opinions from the Auditor General. We have thus 
improved the way we conduct municipal business and in a way improved our financial 
management systems. We have beefed up our Supply Chain Management Unit in order 
to speed up the provision of services to our communities. 

In order for us to root out corruption and all its manistifications, we have developed a 
Fraud and Prevention Policy and it is implemented with all the might we have. We have 
further tightened screws in terms of double checking the banking details of the service 
providers we pay to make sure that whenever we pay we pay the right company in the 
right account on time.l pride my municipality for complying with GRAP principles. We 
consistently recruit Financial Interns in order to give a chance to our young and aspiring 
Municipal Chief Financial Officers to grow and realize their potential. 

As we stand right now, our financial position is sound and we are rated top in the country 
in terms of our financial management. I must also thank the staff for the job well done 
which is why we have achieved the clean mark from the Auditor General. I must 
conclude by thanking the honourable Councillors for working in such an excellent 
manner. The decisions they take have elevated this Council to new heights. I say to you 
all keep up the good work. 

I thank you! 


Cllr J.M Mthethwa 
Honourable Mayor 
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OVERVIEW BY THE ACCOUNTING OFFICER 

This year saw the local government elections which took place on the 18’^ May 201 1 and 
had the effect of replacing the Inkatha Freedom Party which ran the municipality prior to 
the elections with the African National Congress which assumed power to run the 
municipality. One would therefore take the opportunity in the first place to congratulate 
the Party that has assumed power and especially His Worship the Mayor, Councillor 
Rev. JM Mthethwa, the Speaker, Councillor CB Chambule, Members of the Executive 
Committee and the entire Council for having been bestowed with public confidence by 
the people of Umzinyathi to lead them for the next five years. 

On the business side one can say that good performance was rendered in service 
delivery in the face of stringent budget and massive backlogs to be dealt with. The 
money which was set aside for the provision of water and sanitation was well spent and 
noticeable progress was made in the provision of these services to the needy 
communities. In view of the number of people who either have inadequate or no services 
at all, this was not good enough to eradicate the services backlogs. Much more effort will 
be given in this area during the forthcoming financial year. The integrated development 
plan and turnaround strategy objectives were achieved to a large extent and the salient 
area that still remains unaddressed is the generation of revenue which is quite critical if 
the municipality is to be able to effectively address the current services backlogs. 

This is however a very delicate one since raising a loan does not always provide a 
solution to municipalities which do not have a stable revenue base as experience has 
shown that the high interest rates tend to defeat the very purpose for which a loan was 
secured in a long run and further plunges the municipality in a debt it cannot afford to 
service. The negotiations for a loan with interested financial institution are nonetheless 
ongoing and are being undertaken with greatest caution. The new Council will be 
accorded opportunity to finally take a decision on the matter once all the matters 
pertinent thereto have been sufficiently addressed. Again the question of uThukela 
Water has not been resolved. This is one of the critical issues which, in view of their 
delicacy and long term nature had to wait for the new Council. It is anticipated that 
finality will be reached during this financial year. 

One is optimistic that this year will also be as successful as the previous ones if not 
more. One also need not forget to state the municipality’s commitment to achieve clean 
audit report prior to the national target year of 2014. The Municipality is equally 
committed to a clean administration which upholds a very high level of ethics which finds 
expression in the municipality that is totally ethical and corruption free. It is on this basis 
that the members of the public are requested to report cases of fraud, corruption, abuse 
or misuse of council property and facilities, including the supply chain management 
policy, to the Mayor, Speaker or the Municipal Manager in person or at telephone 
number 034-21 9 1 500 during working hours. 
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Once again, although it now sounds rhetoric, but is still as sincere as it ever was, my 
thanks go to all and sundry within all spheres of government and beyond, the community 
for which the municipality exists, audit committee and, above all, the Councillors, 
Management and Staff of the municipality who made it possible for us to achieve what 
we achieved as a team. 

I THANK YOU 

Mr TR Malunga 

Acting Municipal Manager 
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CHAPTER 1 : INTRODUCTION AND OVERVIEW 

1.1 INTRODUCTION 

In terms of section 121 (1) of the Municipal Finance Management Act No. 56 of 2003 
and section 46 of the Municipal Systems Act No. 32 of 2000, a municipality, including its 
municipal entity, is required to prepare an annual report and an annual performance 
report for the year under review. The purpose of the annual report is to provide a record 
of the activities of the municipality and its municipal entity, and a report on performance 
against the budget for that financial year with the aim of promoting accountability to the 
local community for the decisions made by the municipality and its entity. The annual 
performance report on the other hand reflects the performance of the municipality and its 
service providers during the financial year, comparison of performances of the current 
and previous financial years and measures taken to improve performance. 

The municipality’s 2010/11 annual report provides a true, honest and accurate account 
of the set performance and financial goals, the extent to which they were met, the 
resultant successes and the challenges that were experienced in pursuance thereof. 

1.2BRIEF OVERVIEW 

1.2.1 Description and Geographic Profile of the Municipality 

The uMzinyathi District Municipality (DC24) is one of the ten District Municipalities in the 
province of KwaZulu-Natal. The Municipality is bordered in the north by the aMajuba 
District Municipality, in the west by the uThukela District Municipality, in the south west 
by the uMgungundlovu District Municipality, in the south east by the iLembe District 
Municipality and in the east by uThungulu District Municipality as shown in Figure 1 
below: 
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Figure 1 : Provincial Context 



Figure 2: District Context 
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The District Municipality consists of four Local Municipalities as shown in Figure 2 above, 
namely: 


Endumeni 

(KZ241) 

Nquthu 

(KZ 242) 

Msinga 

(KZ 244) 

Umvoti. 

(KZ 245) 


The Municipal area is 8079 km^ and has extensive grasslands in the north supporting 
the primary agricultural sector based on cattle ranching for beef, small scale sheep and 
mixed farming and maize cultivation. In the southern areas substantial forestry is 
prevalent. Sugar cane and smaller scale fruit farming such as avocado and kiwi fruit 
cultivation also occur. 

Mineral deposits found in the District include coal and metal ores. Only coal was mined 
on a large scale in the eNdumeni Municipality. The coal mining industry is undergoing a 
restructuring process. There is a decline in corporate interest in the industry; however 
there is interest in the small scale regeneration of the coal belt for SMME development. 
A small amount of stone quarrying occurs in the District. Within eNdumeni Local 
Municipality, Dundee has the main economic activities ranging from retail trade, tourism 
and farming. Dundee is a centre from which tourism based on the cultural heritage of 
the Zulu Kingdom and “Battlefields” is emphasised and managed to some extent, and 
there is also Glencoe which serves as a secondary centre to Dundee. 

Umzinyathi Municipality, in conjunction with its North Western neighbour aMajuba 
Municipality, is branded as the “custodian” of the “Battlefields region of the Zulu 
Kingdom”. The “Battlefields of the Zulu Kingdom” are located in the hinterland and lie “in 
the shadow” of the majestic Drakensberg mountains spanning the western boundary of 
KwaZulu-Natal. This branding is of international and regional significance. In conjunction 
with the Beaches of the South and North Coast and Big Five Game attractions in the 
East of KwaZulu-Natal, the “Battlefields of the Zulu Kingdom” play a vital role in the 
spatial economy of the province from a tourism perspective. However, within uMzinyathi 
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District, the range of battlefields attractions is not adequately harnessed for their job 
creating opportunities across the Municipality. 

The main town in the uMvoti Municipality is Greytown. It is the agricultural centre of the 
District and contributes substantially to the economic viability of the District. Nquthu and 
Msinga Local Municipalities are rural based subsistence economies with cultural heritage 
areas that attract some tourists but need to be substantially developed. The main towns 
are Nqutu, Pomeroy and Tugela Ferry. 

The topography of the district is characterised by extensive variation with deep river 
gorges, rolling grasslands, extensive wetlands, hills and valleys bush-velds. These 
characteristics make the development of infrastructure difficult and costly particularly in 
the steep terrains. The general slope of the land is between 1 :5 and 1 :6 and it is 
susceptible to soil erosion where it is not carefully managed. 


1 .2.2 Demographic Trends and Characteristics 

The comparative population figures for 2001 and 2007 at provincial, district and local 
municipality level is depicted in Table 3.1 below. This information indicates that although 
the district population has increased from approximately 480 412 in 2001 to 495 748 in 
2007, the average annual growth rate of 0.53% over this period is significantly lower 
than the provincial average of 1.17%. Two of the local municipalities experienced a 
decrease in population i.e. Nquthu and Msinga Local Municipalities. The strongest 
population growth was evident in Umvoti Local Municipality with an average annual 
population growth rate of just over 4% between 2001 and 2007. 

Table No 1 : Comparative population figures for 2001 and 2007 


AREA 

POPULATION 

2001 

POPULATION 

2007 

HOUSEHOLDS 

2001 

HOUSEHOLDS 

2007 

AVERAGE 

ANNUAL 

GROWTH 

(%) 

KwaZulu Natal 

9 584 129 

10 259 240 

2,117,274 

2,234,129 

1.17 

Umzinyathi DM 

480 412 

495 748 

93,770 

104,535 

0.53 

Nquthu LM 

168 989 

164 888 

29,318 

32,169 

-0.40 

Msinga LM 

168 024 

161 889 

32,505 

32,592 

-0.61 

Umvoti LM 

92 292 

114 509 

19,669 

26,019 

4.01 

Endumeni LM 

51 104 

54 440 

12,278 

13,755 

1.09 


Source : 1. Statistics S/A, Census 2001 

2. Statistics SA, Community Survey 2007 
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Figure 3 provides comparative population figures for 2001 and 2007 STATS SA, and 
also 2009 Umzinyathi household survey. This information indicates that although the 
district population has increased from approximately 480,412 in 2001 to 495,748 in 
2007, the 2009 household survey undertaken by the municipality to bridge the 
population gap, indicates that the population has increased substantially to 622 567. 

Figure 3: Comparative Popuiation figures for 2001 and 2007 STATS SA, and aiso 2009 
Umzinyathi Househoids Survey 


uMzinyathi Population Stats 



Source: Stats SA: Census 2001 

Stats SA; Community Survey 2007 
Umzinyathi DM: Househoid Survey 2009 


The comparative household figures for 2001 and 2007, within the district municipality are 
depicted in Figure 4 below. This information indicates that the households within the 
district have increased substantially from 93,770 to 104,535 with Nquthu and Umvoti 
experiencing the highest household growth. 
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Figure 4: Comparative Household figures for 2001 and 2007 STATS SA 
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Source: Stats SA: Census 2001 

Stats SA; Community Survey 2007 


Figure 5 below provides the comparative population figures of the district in relation to 
the province between 2001 and 2007. During 2001, the population of the district 
represented 480,412 of 9,584,129 provincial population. During 2007, the the district 
population represented 495,748 of 10,259,240 provincial population. 
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Figure 5: Comparative Population Figures of the district in relation to the Prov ince 



Population 2007 



Source: Stats SA: Community Survey 2007 


Figure 6 below provides the comparative households of the district in relation to the province between 2001 and 2007. During 2001, 
the housholds of the district represented 93,770 of 2,117,274 provincial households. During 2007, the the district households 
represented 104 535 of 2 234 129 provincial households. 

Figure 6: Comparative Household Figures of the district in relation to the Province 
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Source: Stats SA: Census 2001 
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Source: Stats SA: Community Survey 2007 
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1 .3 VISION, MISSION AND CORE VALUES 

1.3.1 Vision 

“uMzinyathi District Municipality shall be a self sustainable organization that 
promotes integrated development” 

1.3.2 Mission 

uMzinyathi shall be a dynamic and effective District which: 

• Strives to achieve financial, eco-social sustainability; 

• Supports co-operative governance through participation; 

• Commits itself to deliver services according to its constitutional mandate; 

• Supports poverty alleviation through job creation; and 

• Preserves its cultural and natural heritage 

1 .3.3 Core Values 

• Integrity; 

• Transparency; 

• Professionalism 

• Co-operation; 

• Innovation; and 

• Accountability 

1 .4 OVERVIEW OF THE LOCAL MUNICIPALITIES WITHIN UMZINYATHI 
DISTRICT MUNICIPALITY 

1.4.1 Endumeni Local Municipality 

• Main town is the Commercial centre Dundee; 

• Most diversified economy; 

• Commercial cattle farming and dairy production; and 

• Centre of the Battlefields tourist region. 
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1.4.2 Nquthu Local Municipality 

• Main town is Nquthu; 

• Entirely rural region; and 

• Subsistence agriculture is the main activity in the area 

1.4.3 Msinga Local Municipaiity 

• Main towns are Pomeroy and Tugela Ferry; 

• Densely populated mountainous and rocky region; and 

• Rural region with subsistence farming. 

1.4.4 Umvoti Local Municipality 

• Main town is the commercial centre Greytown; 

• High potential farm land and low population density; and 

• Strong in crop production and forestry. 
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CHAPTER 2: PROGRAMME PERFORMANCE 


PERFORMANCE MEASURED AGAINST THE FIVE NATIONAL KEY PERFORMANCE AREAS 
2.1 BUDGET ALLOCATION - INFRASTRUCTURE DEVELOPMENT 

The budget allocation for the municipality in terms of infrastructure development is divided into two sections, namely, equitable share 
allocation and MIG allocation per municipality as per the Division of Revenue Act (DORA). The Government has committed itself to 
the Millennium Development Goals of year 2014 to which all stakeholders and role players in the country are expected to contribute. 
The Millennium Development Goals say: 

• Every household must have access to clean running water by the year 2014 

• Decent and safe sanitation to all households by the year 2014; and 

• Every household must have access to electricity by the year 2012. 

The municipality is committed in eradicating the backlogs in basic services and to progressively improve the levels of service over 
time. The details of the budget allocations for the local municipalities are indicated below: 
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EQUITABLE SHARE ALLOCATION PER MUN 

ICIPALITY AS PER DORA 


AS PER DORA 
2010/11 

AS PER DORA 
2011/12 

MUNICIPAL BUDGET 
2011/12 

Water Services 




Endumeni Municipality 

R 8 526 000 

R 9 073 000 

R 9 073 000 

Nquthu Municipality 

R 18 862 000 

R 22 921 000 

R 22 921 000 

Msinga Municipality 

R 14 402 000 

R 19 317 000 

R 19 317 000 

Umvoti Municipality 

R 10 174 000 

R 12 385 000 

R 12 385 000 

uMzinyathi District Municipality 

R44 356 824 

R 53 91 1 536 

R 53 911 536 





Total - Water 

R 96 320 824 

R 117 607 536 

R 117 607 536 





Sanitation Services 




Endumeni Municipality 

R8 107 000 

R 10 314 000 

R 10 314 000 

Msinga Municipality 

R 15 517 000 

R 19 107 000 

R 19 107 000 

Nquthu Municipality 

R 14 476 000 

R 19 189 000 

R 19 189 000 

Umvoti Municipality 

R 9 794 000 

R 13 672 000 

R 1 3 672 000 

uMzinyathi District Municipality 

R 19 010 067 

R 23 104 944 

R 23 104 944 

Total -Sanitation 

R 66 904 067 

R 85 386 944 

R 85 386 944 





TOTAL 
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MIG ALLOCATION PER MUNICIPALITY AS PER DORA 


AS PER DORA 

2010/11 

AS PER DORA 
2011/12 

MUNICIPAL BUDGET 
2011/12 





Endumeni Municipality 

R 8 522 000 

R 4 926 000 

R 4 926 000 

Nquthu Municipality 

R 1 7 477 000 

R 53 018 000 

R 53 018 000 

Msinga Municipality 

R 18 277 000 

R 73 386 000 

R 73 386 000 

Umvoti Municipality 

R 12 249 000 

R 30 612 000 

R 30 612 000 

UMZINYATHI MUNICIPALITY 

R 134 648 000 

R 161 942 000 

R 1 61 942 000 

TOTAL 

R 191 173 000 

R 323 884 000 

R 323 884 000 





DWAF FUNDING 




Endumeni Municipality 




Nquthu Municipality 




Msinga Municipality 




Umvoti Municipality 

R 24 357 000 

R 7 437 000 

R 7 437 000 

TOTAL 

R 24 357 000 

R 7 437 000 

R 7 437 000 
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2.2 DEPARTMENT BUDGET ALLOCATION 


The largest allocation of the municipal capital budget is allocated to Technical Services Department and it constitutes 50.49% (R 

168.614.453.00) of the total budget, this allocation is for infrastructure projects and is followed by operation and maintenance of 
water services with 22.59% (R 75,448,451.00), Finance with 9.03% (R 30,159,466) Planning and Social Development Department 
with 8.90% (R 29,717,926.00) which deals with LED and other social development projects, Corporate Services with 5.69% (R 

18.990.243.00) , Municipal Managers Office with 1.76% ( R 5,862,136.00), and then Council with 1 .54% ( R 5,150,529.00) which then 
culminate into a total budget of R 333,943,205.00. 


DEPARTMENT BUDGET 
ALLOCATION 2010/2011 


□ COUNCIL 



□ MUNICIPAL MANAGER'S 
OFFICE 


□ CORPORATE SERVICES 


□ FINANCE 


□ TECHNICALSERVICES 


□ PLANNING&SOCIAL 
DEVELOPMENT 
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2.32010/11 MUNICIPAL PERFORMANCE AGAINST THE FIVE NATIONAL 
KEY PERFORMANCE AREAS 

In terms of Section 46 of the Municipal Systems Act (No 32 of 2000), municipalities are 
required to prepare for each financial year, a performance report reflecting the 
performance of the municipality, and also comparison of the performances with targets 
set for and performances in the previous financial year, and also measures the 
municipality will be taking to improve performance. The municipality has prepared the 
performance report for the year under review and is attached herewith as Annexure 1 . 
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2.4 KPA 1 : SERVICE DELIVERY AND INFRASTRUCTURE DEVELOPMENT 
2.4.1 WATER AND SANITATION PROJECTS 

During 2010/11 financial year, the Municipality prepared implementation plans according to the National Key Performance Areas of 
the five year strategic Local Government Agenda. The strategy for Basic Service Delivery and Infrastructure Development was to 
reduce the water backlog which is 36% (36217 households) by 9% (3000 households), and also reduce the sanitation backlog which 
was 21% (21411 households) by 17% (3639 households) by 30 June 2011. The implementation of these projects adhered fully to 
EPWP regulations, as 25% of the project value was EPWP compliant. The municipality projects implemented by the municipality 
during the year under review are as follows: 


2.4.2 WATER PROJECTS 


No. 

Local 

Municipality 

Ward No. 

No. of 

Households 

Project Name 

Project Budget 

Project 

Expenditure 

Reason for Variance 

1. 

Endumeni 


0 

Glencoe Sithembile Housing 

Bulk Services 

16,468,989.36 

9,360,557.25 

Delayed procurement 
process 

2. 

Endumeni 


0 

Dundee bulk 

2,611,310.48 

1,486,310.48 

Delayed procurement 
process 

3. 

Nquthu 

4,2 and 1 

200 

Hlazakazi water scheme phase 

1 - Isandlwana 

1,179,105.97 

1,262,713.57 

Delayed procurement 
process 

4. 

Nquthu 

1 

714 

Qhudeni water scheme 



Negligible variance 

5. 

Nquthu 

2,5,14&15 

0 

Ntinini Water 

4,240,368.19 

4,481,541.06 

Negligible variance 

6. 

Nquthu 

8,12,11,7,5 

1 098 

Muden/Ophathe 

Rehab/Ndindindi scheme 

3,500,000.00 

3,461,303.18 

Negligible variance 

7. 

Msinga 

12 

0 

Mthembu West - Tugela Ferry 
Water 

135,000.00 


Budget spent on 

Mthembu West extension 
(13 below) 
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8. 

Msinga 

2 

0 

Ngubukazi water scheme 



Negligible variance 

9. 

Msinga 

6 

0 

Mbono water 

14,610,603.43 

21,285,142.73 

Re-adjustment of budgets 

10 . 

Msinga 

2 

0 

Douglas Water 

1,080,561.48 

166,646.24 

Re-adjustment of budgets 

11 

Msinga 

1 

0 

Msinga bulk 

447,132.87 

475,242.57 

Negligible variance 

12 

Msinga 

3 

0 

Mthembu West Extension 

315,499.64 

841,332.36 

Expenditure included the 
allocation for Mthembu 
West (project 6 )above 

13 

Umvoti/Msinga 

9 

0 

Muden Regional 

6,843,770.40 

6,728,998.73 

Negligible variance 

14 

Umvoti 

11 

0 

Makhabaleni water phase 4,5 
and bulk upgrade 

7,585,303.86 

16,158,134.51 

Re-adjustment of 

allocation from the 

rudimentary allocation. 
The MIS process delayed 
the application for 

additional funding and the 
project was temporarily 
bridge financed by the 
municipality. 

15 

Umvoti 

2&3 

0 

Greytown regional bulk 

7,000,000.00 

6,448,331.10 

Negligible variance 

16 

Umvoti 

14 

0 

Hlimbithwa Water 

676,182.00 

118,998.08 

Delayed procurement 

process 

17 

Umvoti 

4 

1450 

Ophathe water phase 2 

3,966,471.27 

3,418,933.97 

Negligible variance 

18 

Umvoti 

8 

0 

Eshane water supply scheme 
phase 1 

3,600,000.00 

1,403,204.67 

Delayed procurement 

process 










Total 


3462 


74,260,298.95 

77,097,390.50 
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2.4.3 SANITATION PROJECTS 


No. 

Local 

Municipality 

Ward No. 

No of 

Households 

Project Name 

Project 

Budget 

Project 

Expenditure 

Reason for Variance 

1. 

Nquthu 

2,5,14 and 

15 

168 

KwaJama household 
sanitation 

669,120.00 

823,286.00 

Late request to 
provide additional VIP 
toilets 

2. 

Nquthu 

1 ,2,4 and 5 

2225 

Qhudeni - Manxili sanitation 

10,600,000.00 

10,559,398.39 

Neqliqible variance 

3. 

Nquthu 

8,10 and 

11 

0 

Nquthu sewer 

900,000.00 

886,153.32 

Neqliqible variance 

4. 

Msinga 

10 

115 

Kwakopi - Mhlanqana 
sanitation 

3,491,254.28 

2,769,814.04 

Unacceptable 
reluctance by 

consultant (AIM) to 
enqaqe incubates on 
the project. 

5. 

Msinqa 

6 

1598 

Othame sanitation phase 2 

10,000,000.00 

6,998,759.14 

Slow incubator 

contractors. 

6. 

Msinqa 

3 

1328 

Pomeroy Douqlas 

10,075,878.22 

11,600,001.08 

Re-adjustment of 

allocation from the 
Othame sanitation 

allocation 

7 

Umvoti 

11 

719 

Makhabeleni sanitation 

2,570,315.76 

3,592,646.43 

Late request to 
provide additional VIP 
toilets 

8 

Umvoti 

1 

455 

Muden sanitation 

1,602,831.86 

3,621,565.30 

Re-adjustment of 

allocation from the 
Othame sanitation 

allocation 

9 

Umvoti 

3 

171 

Mbulwane/Hlimbithwa Sanit. 

1,003,365.93 

1,100,757.96 

Neqliqible variance 










Total 


6779 


40,912,766.05 

41,952,381.66 
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During 2010/1 1 financial year, the municipality spent a total amount of R 77,097,390.00 on water and R 41 ,952,381 .66 on sanitation, 
thus ensuring the eradication of backlogs in basic services and to progressively improve the levels of access to clean water and 
sanitation facilities, as per the following cost per capita: 

• Cost per Capita for Water was R9,529 

• Cost per Capita for Sanitation was R2, 776.56 

During 2010/11, more budget was allocated for reticulation hence the municipality managed to go beyond meeting its targets to 
reduce water and sanitation backlogs. Infrastructure to provide bulk water had been provided during the previous years, more MIG 
budget for 2011/12 has been provided for reticulation to increase the number of households with access to water and sanitation 
thereby adhering to the National RDP standards and striving to achieve the Millennium Development Goals. 


2.4.4 RUDIMENTARY PROGRAMME 

The municipality also implemented the Rudimentary programme during 2010/1 1 to ensure that communities with no water schemes 
as yet have access to water which includes boreholes, springs protection etc. The project details are as follows: 


No. 

Local 

Municipality 

Wards 

Covered 

Water 

Water Springs 

Constructed 

Project 

Budget 

Project 

Expenditure 

Reason for Variance 

1. 

Nquthu 

3 and 13 

None 

Leneha A and B 
(reticulation network) water 
springs 

5,199,926.74 

3 633 658.34 

The general principle 
was to minimise 
expenditure on 

rudimentary schemes 
and only spend on 
critical operations; 

hence the reallocation 
to other capital 

projects. 

2. 

Msinga 

17 

None 

Nyonyana (reticulation 
network) 








TOTAL 




5,199,926.74 

3 633 658.34 
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The municipality utilized different funding sources to implement the above mentioned projects, which made it possible for the 
municipality to deliver on its developmental mandate thereby reducing the backlogs. The breakdown of the funding sources is as 
follows: 


MIG FUNDING 


94, 329,485.37 

WATER AFFAIRS 


6,448,331.10 

MUNICIPAL FUNDING 


21,905,614.03 

TOTAL 


122,683,430.50 
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2.4.5 OTHER INFRASTRUCTURE PROJECTS FUNDED BY THE MUNICIPALITY 


During 2010/11 financial year, the municipality also managed to implement other infrastructural projects with aim of improving road 
conditions and also providing community facilities, these projects are as follows: 


No 

Project Name 

Budget 

Expenditure 

Project Status 

Reason for Variance 

1. 

Pomeroy Complex phase 

1 

2,456,000.00 

3,649,862.68 

Roof construction in progress 
and the project is 72% 
complete. Anticipated to be 
completed by the end of 
September 201 1 

Roll over of budget into the 
2010/2011 FY because of 
the procurement process 
was delayed in the previous 
FY. 

2. 

Renovation of Princess 
Magogo Building 
(Municipal Offices) 

3,376,800.00 

334,177.31 

Toilets for 4’^ and 5’^ floor 
including ground floor are 
complete. 

Toilets for 1®', 2"'' and 3'"'' floor 
are under construction. 

The procurement process 
for the contractors was 
delayed. 

3. 

Emergency Relief 
Programme 

4,733,506.00 

6,400,565.65 

Twelve water tankers were in 
operation during the financial 
year under review, and 
additional tankers were 
requested on ad hoc basis 
due to high water demand 

Additional tankers were 
hired to alleviate water 
supply problems in Nquthu 
LM. 


TOTAL 

10,566,306.00 

10,384,605.64 
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2.4.6 EXPANDED PUBLIC WORKS PROGRAMME (EPWP) 

Umzinyathi District Municipality is also committed in training and developing communities 
through the EPWP programme, thereby promoting economic growth and creating 
sustainable development. During the year under review, the municipality obtained R 
529,000.00 from EPWP and R 200,000.00 was utilized for the application of labour intensive 
methods for the benefit of the local community for Abahulazi water spring project. In terms of 
the water projects, communities were trained and skilled in plumbing, bricklaying, concrete 
works, pipe laying, steel fixing and elementary project management. In terms of sanitation, 
communities were trained and skilled bricklaying and panel laying. In total, 3511 people 
benefited through the Expanded Public Works Programme within the municipality. 

2.4.7 REGIONAL SOLID WASTE DUMP SITES 

Umzinyathi District Municipality has been facing challenges with regard to pollution and 
unrehabilitated waste sites which threaten the ever shrinking air space due to waste 
generated by the economic activities and illegal dumping. During the year under review, the 
municipality commenced with the process of establishing two regional waste sites in 
response to the challenges, and each waste site is to be shared by two local municipalities. 
Sites for the establishment of the regional waste sites have been identified and assessed in 
terms of environmental processes, and this process took almost the whole financial year as 
there were various steps that had to be adhered to. 

The contractor to develop the waste sites is in the process of being appointed and the 
Department of Environmental Affairs has made commitment to fund this project to the value 
of R34,000.000.00. The municipality also commenced with a process of rehabilitating waste 
sites in Pomeroy, Nquthu and Glencoe which entails fencing and construction of the 
guardhouse. Progress to date, fencing for the waste sites is underway and the construction 
of theguard house is at the foundation level, anticipated completion is 31/12/2011. 
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2.5 KPA 2: LOCAL ECONOMIC DEVELOPMENT 


During 2010/11, the municipality implemented interventions which contributed significantly to 
the Economic Development of the district. These interventions are in the areas of agriculture, 
tourism and incubation programmes etc. The interventions and programmes successfully 
undertaken by the municipality during the year under review are highlighted below: 

2.5.1 EMERGING CONTRACTORS DEVELOPMENT 

During 2008/09, the municipality established a facility to service emerging contractors, 
particularly women in construction. The project was conceptualized with the intention of 
redressing the imbalances of the past within the construction sector by providing training, 
capacity building and mentorship to emerging contractors (particularly women) in order to 
ensure that they have adequate technical and business skills to become active players in the 
main stream economy. The original intake constituted of 30 women, of which most of them 
are grade one on the CIDB register. One of the key deliverables of the projects was to assist 
the incubatees to advance at least one grade in the CIDB register by the end of the three 
year cycle. 

During 2010/11 financial year, the incubatees have been receiving continuous training and 
mentorship. Furthermore, in an endeavor to further support the programme, the municipality 
ring- fenced a number of construction projects where nine incubatees were given preference 
when tendering as the aim is assist in the CIBD grading advancement. Construction tenders 
to the value of R 8,325,074.00 were awarded to the nine incubatees and 129 job 
opportunities were also created during the year under review. 

The first three year cycle is scheduled for completion during the third quarter of the 
2011/2012 financial year, and the municipality is currently undertaking an assessment 
exercise to gauge the impact of the programme since its inception and also to introduce 
improvements to the current model. 
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2.5.2 


AGRICULTURAL INCUBATION PROGRAMME 


The District was identified in 2001 as one of the Presidential nodes due to its status as one 
of the municipalities with the highest poverty rate sitting at 68%. During 2009/10, Umzinyathi 
Agriculture incubation programme was established in partnership with Mpumalanga Agri- 
Skills Development and Training, after undertaking a detailed research on the agricultural 
potential of the district. The intention of the programme is to provide mentorship and training 
for emerging / small scale farmers to enable them to convert from farming purely for 
subsistence purpose, to farming commercially. 

To date, the municipality has identified twenty projects across the district for plant incubation 
programme, and a memorandum of agreement has been entered into with SEDA agriculture 
and this will be an annual programme. Ten cash crop farmers have been recruited to form 
part of the initial twenty agricultural incubatees, and they are now thirty in total, the increase 
was necessitated by the capacity as the municipality has to service and manage thirty 
incubatees. 

The municipality in partnership with Mpumalanga Agri - Skills Development have introduced 
the livestock incubation programme which was seen as a strong need for the municipality to 
have. The municipality has recruited six livestock farmers, of which two of them have already 
entered into an MOU with the municipality, and four are in the process to qualify for inclusion 
into the programme. 

2.5.3 LED PROJECTS 

UMzinyathi District Municipality is one of the Municipalities with the highest poverty rate 
sitting at 68%, and the poverty gap between poor people and the rich is increasing at an 
alarming rate. To alleviate the plight of poverty, the Municipality came up with a concept of 
supporting viable LED projects. This initiative entails assisting emerging entrepreneurs in the 
agriculture sector by providing them with agricultural tools and material to start up or improve 
their farming activities to address both social and economic needs. 

During 2010/11 financial year, a total of eighteen projects were provided with agricultural 
tools and material which ranged from fencing to irrigation equipment to the value of R 
500,000.00. 
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2.5.4 LED TECHNICAL SUPPORT 


The LED Technical support project was developed in order to address the issue of capacity 
within the district and local municipalities (i.e. it terms of human capital, skills and the 
existence of other institutional structures which support LED) which would enable effective 
implementation of LED initiatives. The LED strategy of the district (2008) identified settinq up 
of proper/ functional institutional arranqements as one of the key areas which needed 
intervention in order to catalyze economic development in the District. Therefore, the project 
seeks to address that element. The LED Technical Support Project Manager has been 
appointed and commenced with his duties on the 01®' June 2011 and is contracted for the 
next three years. 

2.5.5 PROJECTS FUNDED THROUGH CORRIDOR DEVELOPMENT PROGRAMME 

BY DEPARTMENT OF COOPERATIVE GOVERNANCE AND TRADITIONAL 
AFFAIRS 

2.5.5.1 Asisukume maize miil project 

This project entails the establishment of a maize mill plant in Msinga Top in order to enhance 
the maize massification initiative by Department of Agriculture. The Department of 
Agriculture approached Department of Co-operative Governance and Traditional Affairs for 
funding of this initiative which is being piloted in four District Municipalities, including 
Umzinyathi District Municipality. 

The project is currently in the planning phase i.e. the undertaking of a feasibility study and 
possibly developing a business plan, subject to the findings of the feasibility study. Terms of 
Reference for the appointment of a Service Provider to implement the first phase of the 
project have been developed. The project budget is R 1 ,500,000.00 

2.5.5.2 Decommissioning of Nquthu sewer 

The project was entails the decommissioning of the existing Nquthu Town Water Care 
Works and diverting the sewage to the new Nquthu Water Care Works. The project was 
funded by the department through the Corridor Development programme to the amount of R 
6,500,000.00. The municipality had to provide co - funding to the amount of R 4,500,000.00. 
The project was 99.5% complete by the end of the financial year. 
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2.5.6 SOCIO - ECONOMIC DEVELOPMENT PROGRAMMES 

2.5.6.1 HIV/AIDS Programmes 

Umzinyathi District Municipality identified one person living with HIV/AIDS per local 
municipality to attend the National Summit in Durban during October 2010. These people are 
working with local municipalities in establishing the support groups. The municipalities need 
to come up with detailed plans for all the wards by the end of July 201 1 ,and subsequently, 
each municipality will need to have summit for people with HIV/AIDS with the aim of 
determining the issues and challenges they are faced with in order to be addressed. The 
District World Aids day was held on 01 December 2010, hosted by Umvoti Local 
Municipality. It was blessed by the presence of Hon, Dr M. Hadebe as the political Champion 
for Umzinyathi. 100 destitute families were identified and provided with food parcels. 

The municipality in partnership with the Department of Education identified 28 schools 
across the district to encourage students to know their status and also to sensitize students 
about HIV/Aids. Programmes have also been identified for orphans and vulnerable children, 
and one project is in Umvoti which includes the renovation of the child care home. 
Counseling and Testing (HCT) campaigns were also undertaken during the year under 
review in partnership with the Department of Health. 

2.5.6.2 Disability Programmes 

The basic computer programme for people living with disabilities was undertaken on the 
March 2010 up to February 201 1 . The district sent ten people living with disabilities for basic 
computer training in Durban. They have acquired certificate in basic computer training. Four 
people living with disabilities from Umvoti Municipality attended computer training with the 
help of a non organization based in Gauteng, The other municipality has also submitted a list 
of other people living with disabilities that need advanced computer training. The office of the 
Mayor also handed out about twenty wheelchairs to the needy people who are physically 
challenged and it will be an annual event going forward. . 

The people living with disabilities were also supported in attending all programmes that are 
cascaded by province to the district. They also attended Parliament for people living with 
disabilities which was held in llembe District Municipality. The municipality also assisted 
people living with disabilities to participate in a wheelchair Basketball tournament which was 
held in Cape Town during March 201 1 . 


2010/11 Annual Report 
Umzinyathi District Municipality 


Page 28 


The municipality also assisted paying for the tuition fees including accommodation 
amounting to R65000.00 to one blind person. He will be studying Switchboard Operator 
Course at Optima College under KZN Blind Society from 01 July 201 1 . The municipality also 
funded two projects for people living with disabilities which is Sigabangolwazi poultry project 
and includes fencing for the chicken house and in-house material, and also Ithalente 
Upholstrey Project which entails mostly art work. 

2.5.6.3 Youth Programmes 

One youth project was identified in Msinga Municipality which involves the stage plays for 
HIV/Aids, teenage pregnancy etc and will be implemented during 2011/12 financial year. 
Various youth development programmes in other municipalities will be identified during 
2011/12 financial year. During 2010/11, the focus for the municipality on youth was on sports 
development as the municipality had a range of sports activities including Ward Sports 
Development, KwaNaloga Games, Indegenous games etc. 
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2.5.7 EVENTS HOSTED BY THE MUNICIPALITY 


During the year under review, the municipality participated and successfully hosted some of 
the following events, which some ended up taking place during the new financial year: 


Name of Event 

Date of the Event 

Venue of the Event 

Achievements of the 

event 

Mayoral Imbizo 

25 March 201 1 

Nquthu Sports Filed 

Delivered the 2009/1 0 

Annual Report to the 

community which 

indicated the performance 

of the municipality for the 

financial year. 

District Cultural 

Event 

9-12 September 

2010 

Enyokeni Royal Palace 

(Kwa - Nongoma) 

All maidens transported to 

the Reed Dance 

Ceremony managed to 

obtain confirmation 

certificates. 

Rural Horse Riding 

24 July 2010 

Dundee Racecourse 


Women’s Day 

09 August 2010 

Nquthu Municipality 

Women’s Day Celebration. 

World Aids Day 

01 December2010 

Endumeni Municipality 

HIV/AIDS awareness 

campaign with different 

messages was presented 

Food parcels were handed 

over to HIV/AIDS orphans. 

People were also 

encouraged to be involved 

in voluntarily testing on 

site, a range of services 

were provided by 

Department of health. 

Kwanaloga Games 

10-14 December 

2010 

UThungulu District 

Municipality (Richards 

Bay) 
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2.6 


KPA 3: MUNICIPAL FINANCIAL VIABILITY AND MANAGEMENT 


2.6.1 FINANCIAL ANALYSIS 

The budget statements reflecting on the state of Umzinyathi District Municipality’s 
financial affairs for the 2010/2011 financial year have been prepared, and the total 
Income and Expenditure for period ending 30 June 201 1 is as follows: 


Description 

Actuai 

Budget 

Variance 

Percentage 

Of Remaining 
Budget 

Operating Income (P17) 

1 59 907 664 

132 956 405 

-26 951 259 

-20% 

Capital Receipt (P35) 

115 001 798 

194 424 800 

79 423 002 

41% 

TOTAL RECEiPT 

274 909 462 

327 381 205 

52 471 743 

16% 

Operating Exp (P17) 

191 071 719 

132 956 405 

-58 115314 

-44% 

Capital Exp (P35) 

145 628 869 

194 424 800 

48 795 931 

25% 

TOTAL EXPENDiTURE 

336 700 588 

327 381 205 

9 319 383 

-3% 
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Financial Performance 

Original Budget 

Revised 

Actual 

Variance - 

Actual 



Budget 

Outcome 

Actual less 

Outcome as 





Revised 

% of Final 





budget 

Budget 


R 

R 

R 

R 

% 

Water sales 

19,000,000 





Rental of facilities and equipment 

399,300 

399,300 

237,287 

162,013 

41% 

Interest Earned - External 
Investments 

6,483,500 

6,483,500 

5,741,698 

741 ,802 

11% 

Interest earned - Outstanding 
Debtors 


0 

0 

0 


Government grants and subsidies 

286,502,956 

298,940,956 

268,526,971 

30,413,985 

10% 

Other Income 

21,557,449 

21,557,449 

403,506 

21,153,943 

98% 

Proceeds on sale of assets 


0 

0 

0 


Total Revenue 

333,943,205 

327,381,205 

274,909,462 

52,471,743 

16% 

Employee related costs 

33,910,029 

28,609,738 

22,722,496 

5,887,242 

21% 

Remuneration of councillors 

2,063,465 

1,990,524 

2,085,872 

-95,348 

-5% 

Depreciation, impairment and 
amortisation expense 


0 

4,300,000 

-4,300,000 


Post Retirement benefit 


0 

3,703,475.73 

-3,703,476 


General expenses 

39,520,137 

42,381,124 

46,201,009 

-3,819,885 

-9% 

Agency fees 

63,601,316 

56,017,071 

93,846,105 

-37,829,034 

-68% 

Repairs and maintenance 

7,586,702 

3,957,923 

5,694,355 

-1,736,432 

-44% 

Interest paid 

184,756 

25 

0 

25 

100% 

Capital Expenditure 

187,076,800 

194,424,800 

158,147,276 

36,277,524 

19% 

Loss on Disposal of property,plant 



0 

0 


and equipment 




0 


Total Expenditure 

333,943,205 

327,381,205 

336,700,588 

-9,319,383 

-3% 

Surplus/(deficit) 

0 

0 

-61,791,126 

61,791,126 

19% 


• Variance analysis 
Revenue 

A variance of R52 471 743 under collection is contributed by the timing difference between 
MIG national financial year and Municipal Financial year. An amount gazetted for MIG is 
R134 648 000 for municipal financial year versus actual receipt of R75 274 192 giving a 
variance of R59 373 808. 

Grant amount received for Greytown Bulk is R22 970 600 versus actual expenditure of 
R9 210 820 giving a variance of R13 759 780. It should be noted that the grant is 
recognised as revenue when the expenditure has been incurred which means for the Grant 
of R22 970 600 received only R9 210 820 is recognised as revenue and the balance remain 
as the liability up until is fully spent. 
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• Expenditure 
Salaries and wages 

Under spending due to unfilled vacant post and provision made for travel allowance which 
has not yet been implemented. 


General Expenses 

General expenditure is over by an amount of R 3 819 885. 


Agency Fees 

An over-expenditure of R37 829 034 is caused by uThukela water services provision, their 
escalation invoices are still in dispute. 


Repairs and maintenance 

Overspending is due to cost incurred for the main building renovations, borehole 
rehabilitation and sanitation projects. 

Capital expenditure 

A variance of R36 277 524 under expenditure is contributed by the timing difference 
between MIG national financial year and Municipal Financial year. An amount gazetted for 
MIG is R134 648 000 for municipal financial year versus actual expenditure of R137 284 937 
giving a variance of R57 139 863. Amount received for MIG to date is R75 157 000 plus an 
opening balance of R44 299 562 versus expenditure of R98 768 939 leaving R20 746 220. 


Grant amount received for Greytown Bulk is R22 970 600 versus actual expenditure of 
R9 210 820 giving a variance of R13 759 780. The amount originally gazette was 
R12 450 000.00 and amount actually received is R22 970 600.00 which include an amount 
of R7 437 000 for 2011/2012 financial year. “ Timing difference between National and 
Municipal Financial Year” 

Grant received for Massification of Bulk Water is R11 907 000 versus expenditure of R3 329 
071 giving an variance of R8 577 928.00. This amount was not gazetted in the original 
DORA but only allocated in mid-year budget review. 


Funds and reserves, investment and cash at bank are as follows for the period ending 31 
May 201 1 and 30 June 201 1 . 


Unspent Conditional Grants 

Investment 

Cash at Bank 


JUNE 2011 

R51 480 410 
R 45 495 889 
R 1 1 441 361 


R 70 909 207 
R 96 938 427 
R 8 182 532 


MAY 201 1 
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The above cash and investment balances indicate that the Municipality has sound cash flow 
to finance its operational activities and Management has developed action plan to spend R 
51 480 410 the unspent conditional grants. 
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CHAPTER 3: HUMAN RESOURCE AND OTHER ORGANISATIONAL 
MANAGEMENT 


3.1 ADMINISTRATIVE STRUCTURE 

In order to implement the programmes under the five year strategic local government 
agenda, the administration of uMzinyathi District Municipality is organised into four 
departments and the Office of the Municipal Manager: 

■ Department: Technical Services; 

■ Department: Financial Services; 

■ Department: Planning and Social Development; and 

■ Department: Corporate Services. 

The posts of Heads of Departments in all four departments including the one of the 
Municipal Manager have been filled. The critical posts in various departments have also 
been filled. 

3.2 STAFF COMPLEMENT 

The municipality approved the 2010/1 1 organizational structure which is aligned to the IDP in 
order to improve its operational capacity. The revised structure contributed positively to the 
organization in terms of service delivery. During the year under review, the municipality had 
a staff complement of 86 employees as opposed to 75 employees during 2009/10 financial 
year, which indicates that the municipality is strengthening its capacity in order fulfil its 
developmental mandate. The approved structure of the municipality had 96 posts of which 
10 were currently vacant but will be filled as and when a need arises. However, the 
organizational structure of the municipality is currently being reviewed to enable the 
municipality to effectively deliver on its developmental mandate. 

3.2.1 OCCUPATION AND GENDER EQUITY ANALYSIS 

An analysis of the staff by gender and occupation has been undertaken. The analysis 
applies to the staff distribution excluding the new posts to be filled since gender and 
employment equity needed to be considered in relation to the potential candidates for the 
new positions. 
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The distribution of staff by occupation, group and gender is shown below: 



The breakdown in terms of salaries paid to staff members during the year under review is as 
follows: 


2010/11 Operating 
Budget 

Budget for Salaries 

ftmount spent on 
Staff salaries 

% salaries of 

operating 

budaet 

R1 32,956,405 

R30,600,262 

R24,830,095 

23% 


3.2.2 EMPLOYMENT EQUITY PLAN 

In accordance with the Employment Equity Act (No 55 of 1998), the municipality reviewed 
and implemented the 20010/11 Employment Equity Plan as required by the Employment 
Equity Act. The plan seeks to address the numerical goals in the terms of demographics 
within the municipality. The municipality managed to achieve its numerical goals of 
employing two female employees in management positions. In total, the municipality 
appointed 19 new employees during the year under review. The municipality is in the 
process of setting new numerical goals to be achieved during 2011/13 financial year in order 
to strengthen its capacity 

3.2.3 WORKPLACE SKILLS PLAN 

In accordance with the Skills Development Act and kills Levy Act, municipalities have to 
prepare and review the Workplace Skills Development Plan. During 2010/11, the 
municipality reviewed and implemented the Workplace Skills Development Plan as required 
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by the said Act. The plan seeks to address employee’s skills development, scarce skills and 
also skills audit of the municipality. 

The municipality is registered with the Local Government Sector Education and Training 
Authority (LGSETA), and skills development relating to all levels of employees functions 
have been undertaken and integrated into the plan. During the year under review, 127 
employees received different types of training as identified in the skills audit which forms part 
of the Workplace Skills Plan. The cause for having the highest number of employees that 
attended training, is that more than one individual employees undergone more than one 
training. Skills audit has been undertaken to determine the employees training needs for 
2011/12 financial year, and these training needs will then inform the Workplace Skills Plan. 
The municipality is committed in training and developing its employees thereby improving 
productivity levels. To this end, an amount of R 1,522,283.00 was spent on both academic 
and functional development of staff and councilors. 


3.3 INTERGOVERNMENTAL RELATIONS STRUCTURES 

The Intergovernmental Relations Framework Act No 13 of 2005 stipulates that there must be 
a district Intergovernmental forum to promote and facilitate intergovernmental relations 
between the district and local municipalities within the district. 


o Umzinyathi District Coordinating Forum 

Umzinyathi District Municipality established the intergovernmental forum, 
Umzinyathi District Coordinating Forum. On the 30 November 2007, the 
district family of municipalities signed the intergovernmental relations 
protocol, rules and procedures. The objective of the forum is to promote and 
facilitate intergovernmental relations and cooperation between the district and 
local municipalities, and the meetings of this forum are convened on a 
quarterly basis. 

A technical support structure has also been established which serves as 
technical support to the District Coordinating Forum and implement their 
resolutions. The members of the technical support structure are the Municipal 
Managers of the district family of municipalities, or officials designated by 
them, and meetings are convened on quarterly basis. 


o Other IGR Structures 

■ IDP Representative Forum 

Umzinyathi District Municipality also established the IDP 
Representatives Forum. The purpose of the forum is to serve as a 
platform where the district family of municipalities meet with the sector 
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departments, private organisations, business, NGO’s and CBO’s to 
discuss development issues that affect the district family. 


■ Planning and Development Forum 

Umzinyathi District Municipality also established the Planning and 
Development Forum. The purpose of the forum is to co-ordinate 
planning and development within Umzinyathi District by ensuring 
improved and continued communication amongst the various planning 
sectors, and also to ensure that planning and development within the 
District are undertaken in a holistic way and within the framework of all 
Municipalities’ Integrated Development Plans. 

• The membership of the forum comprises of IDP Managers, Town 
planners and GIS Officers from the District and local municipalities. 

Representatives from the Department of Co-operative Governance and 
Traditional Affairs are also members but other government departments 
attend on invitation. 

■ Disaster Advisory Forum 

Umzinyathi District Municipality established the Disaster Advisory 
Forum. The purpose of the forum is to implement, monitor and co- 
ordinate all disaster management related issues within Umzinyathi 
District by ensuring improved and continued communication. The forum 
consists of representatives from the district and local municipalities, 
SAPS, Traffic, emergency services etc. 

■ District Communicators Forum 

UMzinyathi District Municipality also established the District 
Communicators Forum. The functions of the forum include but are not 
limited to the coordination of the sharing of information pertaining to all 
spheres of government, coordination and organising a calendar of 
events for the district to ensure that these activities are streamlined 
across the district to avoid duplication and waste of resources and 
providing support to local municipalities with regard to development of 
communication strategies. 

The District Communicators Forum consists of the District head of 
communications and communicators of the local municipalities, as 
well as representatives from the sector departments 


■ LED Forum 

The LED Forum was established during the year under review but it 
was not functional due factors like poor attendance and lack of 
commitment from various stakeholders. It was envisaged that through 
the proposed LED technical support intervention from the Department 
of Economic Development and Tourism, the LED Specialist would 
assist in facilitating and setting up of institutional arrangements. 

There appears to be some progress with the technical support project. 
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and it is anticipated that the LED Forum will be functional during 
2010/1 1 financial year. 

■ Agricultural Forum 

The Agricultural Forum was established during the year under review 
and is functional. Its meetings are convened on a quarterly basis to 
discuss strategies, programmes and projects around agricultural 
development. 


■ Tourism Forum 

The Tourism Forum was established during the year under review and 
is functional. Its meetings are convened on a quarterly basis to 
discuss strategies, programmes and projects around tourism 
development. 

■ District Aids Council 

The District Aids Council was established during the year under 
review and is functional. Its meetings are convened on a quarterly 
basis to discuss development programmes and projects related to 
HIV/Aids. . 


■ Disability Desk 

The Disability Desk was established during the year under review and 
is functional. Its meetings are convened on a quarterly basis to 
discuss development programmes and projects of people living with 
disabilities. 


3.4 GOVERNANCE 


3.4.1 AUDIT COMMITTEE 

During the financial year under review, the Municipality had a functional Audit 
Committee as required in terms of section 166(6)(a) of the Municipal Finance 
Management Act 56 of 2003 for the entire District subject to each Local Municipality 
taking a resolution to that effect. 

3.4.2 INTERNAL AUDITORS 

In order for the Audit Committee to meet its objectives, the municipality also 
contracted Gobodo Inc. as its Internal Auditors to assist in attending to internal audit 
matters prior to submission to the Audit committee. The Internal Auditor has also 
been appointed as a move to get the internal audit function done in-house. 
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3.4.3 STANDING COMMITTEE ON MUNICIPAL ACCOUNTS (SCOMA) 

During the year under review, the municipality also established the Standing Committee on 
Municipal Accounts which is charged with the responsibility to: 

• Assist Council to hold the executive and administration to account; 

• Councillors are therefore responsible for exercising oversight over both the executive 
and administration; 

• Proper administration of oversight requires Councillors to be fully informed of their 
own agenda, business or affairs; and 

• Councillors are accountable for the performance of the council, hence they must 
supervise the Municipal Council agenda, in order to achieve the desirable 
performance. 

3.5 MUNICIPAL TURN AROUND STRATEGY 

During 2009, the National and Provincial Departments of Co-operative Governance and 
Traditional Affairs visited all 283 municipalities in the country to undertake municipal 
assessments. The purpose of the assessments were to determine the key challenges facing 
local government and to establish root causes for poor performance. From these 
assessments, the consolidated State of Local Government Report was compiled. Following 
the analysis of the results of these assessments and from the issues covered in the overview 
report, the LGTAS (Local Government Turnaround Strategy) was crafted. The LGTAS was 
approved by National Cabinet on 2 December 2009, and presented to a Cabinet Lekgotla in 
February 2010. 

The objectives of the LGTAS are: 


• Restore the confidence of the majority of our people in our municipalities, as the 
delivery machine of the developmental state at a local level & make municipalities 
the pride of our people. 

• Re-build and improve the basic requirements for a functional, accountable, 
responsive, effective, efficient developmental local government. 
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During April 2010, Umzinyathi District Municipality Turnaround Strategy was developed and 
it consists of the following ten priorities: 


No 

Priority Projects 

Responsible Portfolio 
Committee 

1. 

Water 

Technical Services 

2. 

Sanitation 

Technical Services 

3. 

Access Roads 

Technical Services 

4. 

Refuse Removal 

Technical Services 

5. 

Revenue enhancement strategy 

Finance 

6. 

Implementation of the LED 

Strategy 

Planning and Social 
Development 

7. 

Capital expenditure / Cashflow 
management 

Finance 

8. 

HIV/Aids and poverty alleviation 
programmes 

Planning and Social 
Development 

9. 

Youth, women and people living 
with disability programmes 

Planning and Social 
Development 

10 . 

Energy / Electricity (preparation of 
the Electrification Development 
Plan) 

Technical Services 


In order for these priorities to be realised, the municipality developed a turnaround strategy 
implementation plan for 2010/11 financial year, and quarterly reports were submitted to 
ExCo and Department of Co-operative Governance and Traditional Affairs to monitor 
implementation. 


3.6 DISASTER MANAGEMENT 

Umzinyathi District Municipality has a Disaster Management Risk Centre which was 
established in August 2003 and has been fully functional 24 hours a day, 7 days a week. In 
terms of institutional development, there is a Disaster Management Risk Advisory Forum 
which meets on quarterly basis to discuss and share experiences on disaster management. 
The municipality has a service provider which provides the fires service by the name of Rural 
Metro 

The municipality compiled the Disaster Risk Management Plan which was adopted by 
Council 2008, and has been under implementation ever since, but the municipality has been 
unable to review and update the plan due to unavailability of Disaster Management Plans for 
the two municipalities, namely Nquthu and Msinga. 
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An agreement of providing budget for the development of the plans and also personnel has 
been reached with the two concerned municipalities, and will be allocated during 2012/13 
financial year. In terms of progress made in attending to fire, rescue and hazardous material 
during the year under review, the details are as follows: 


3.6.1 FIRES 


3.6.1 .1 Categories of Fires 



■ Endumeni 

■ Nquthu 

■ Greytown 

■ Kranskop 


3.6.1.2Total Fires 


Kranskop,44,7% 


Greytown, 58, 10% 


Nquthu,246,40% 


Endumeni, 260,43% 


£ 





^ Endumeni 

■ Nquthu 
Greytown 

■ Kranskop 
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3.6.1. 3 Suspected Cause of Fire 



Welding& Arson,6, 1% 
Cutting, 2, 0% 


Cooking, ^Eiectricai, 9, 2% 


Lightning,3, 

1 % 


Heating, 

8, 1% 


B Arson 

■ Cooking 
H Eiectricai 

■ Heating 
M Lightning 

■ Open Fiame 
M Smoking 

M Undetermined 
M Weiding& Cutting 
M 


3.6. 1.4 Financial Loss at Fires 


R 18 000 000.00 
R 16 000 000.00 
R 14 000 000.00 
R 12 000000.00 
R 10 000 000.00 
R 8 000 000.00 
R 6 000 000.00 
R 4 000 000.00 
R 2 000 000.00 
RO.OO 



I Endumeni 
I Nquthu 
: Greytown 
I Kranskop 


Damage 


Saved 
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3.6.1. 5 Fatalities and Injuries at Fires 



3.6.2 RESCUE 

3.6.2.1 Categories of Rescue 



■ Endumeni 

■ Nquthu 

■ Greytown 

■ Kranskop 


Accidentwith Accidentno Industrial Rescue Medical OtherRescue 

entrapment entrapment Emergency 
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3.6.2.2 Fatalities and Injuries at Rescue 


30 

25 

20 


Injured, 24 


Injured, 22 


15 


10 


5 Injured, 4 

Fatal,l 

Endumeni 


Nquthu 


Greytown 


Injured, 13 


Kranskop 


3.6.3 HAZARDOUS MATERIAL (HAZMAT) INCIDENTS 
3.6.3.1 Categories of Hazardous Material Incidents 


Other 


Industrial Process 


Transportation by Air 


Transportation by Rail 


Transportation by Road 


0.2 0.4 0.6 0.8 


I Kranskop 
I Nquthu 
I Endumeni 


1.2 
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3.6.4 BEST PRACTISES 


In terms of Section 43 (11) clause B of the Disaster Management Act (No. 57 of 2002), 
provides that a district municipality has a legislative responsibility to establish and enhance 
its administration in a District Disaster Management Unit for its municipal area. The 
legislation allows the municipality to establish a Disaster Management Unit after a 
consultation process with the local municipalities. 

During the year under review, the municipality prepared the District Disaster Risk 
Management Volunteer Strategy which was approved by the Executive Committee on the 
24*'^ June 2010. The strategy enabled the municipality to establish the Disaster Management 
Volunteer Unit to enhance its capacity. In total, 40 volunteers have been recruited and 
undergone training, and they will assist the municipality with Risk Reduction and 
Preparedness, Response and Recovery, and Public Awareness and Research. 
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CHAPTER 4: CONSOLIDATED AUDITED STATEMENTS AND RELATED 
FINANCIAL INFORMATION 

4.1 CONSOLIDATED FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 
2011 


UMZINYATHI UMASIPALA WESIFUNDA 
UMZINYATHI DISTRICT MUNICIPALITY 



CONSOLIDATED FINANCIAL STATEMENTS 
FOR THE PERIOD ENDING 30 JUNE 201 1 
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CONSOLIDATED ANNUAL FINANCIAL STATEMENTS FOR THE PERIOD ENDING 30 JUNE 201 1 
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CONSOLIDATED ANNUAL FINANCIAL STATEAAENTS FOR THE PERIOD ENDING 30 JUNE 201 1 
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STATEMENT OF THE MUNICIPAL MANAGERS RESPONSIBILITY 


UMZINYATHI DISTRICT MUNICIPALITY 
CONSOLIDATED ANNUAL FINANCIAL STATEMENTS 
FOR THE PERIOD ENDING 
30 JUNE2011 


The Umzinyathi District Municipality is situated 41 Victoria Street, Dundee is a category C 
Municipality established in terms of section 1 2 (1 ) of the Municipal Structures Act, No.1 1 7 
and published in terms of Provincial Goverment Notice 346 on the 1 9 September 2000. 
The Local Goverment Operations of the Municipality are assigned by section 1 56 and 229 
of the South African Constitution and defined specifically in terms of section 83 of the 
Municipal Structures Act. 

I am responsible for the preparation of these financial statements, which are set out on 
page 1 to 55 in terms of Section 1 26 (1 ) of the Municipal Finance Management Act and 
which I have signed on behalf of the Municipality. 

I certify that the salaries, allowances and benefits of Councillors as disclosed on note 08 
of these annual financial statements are within the upper limits of the framework envisaged 
in Section 21 9 of the Constitution, read with the remunaration of the Public Office Beares 
and the Minister of Provincial and Local Goverment's dertemination in accordance with this 
this act. 


30AUGUST2011 

Mr S.N. Dubazana Date 

Municipal Manager 
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ACCOUNTING POLICIES 

FOR THE YEAR ENDED 30 JUNE 201 1 

1 BASIS OF ACCOUNTING 

1.1 BASIS OF PRESENTATION 

The annual financial statements have been prepared on an accrual basis of accounting and are in accordance with 
historical cost convention unless specified otherwise. These annual fnancial statements have been prepared in 
accordance with the Generally Recognised Accounting Practice (GRAP) issued by the Accounting Standards Board in 
accordance with Section 122(3) of the Municipal Finance Management Act, (Act No 56 of 2003). 

These standards are summarised as follows: 


GRAP 1 

Presentation of Financial Statements 

GRAP 2 

Cash Flow Statement 

GRAP 3 

Accounting Policies , Changes in Accounting Estimates and Errors 

GRAP 4 

The Effects of Changes in Foreign Exchange Rates 

GRAP 5 

Borrowing Costs 

GRAP 6 

Consolidated and Separate Financial Statements 

GRAP 7 

Investments in Associates 

GRAP 8 

Investments in Joint Ventures 

GRAP 9 

Revenue from Exchange Transactions 

GRAP 10 

Financial Reporting in Hyperinflationary Economies 

GRAP 11 

Construction Contracts 

GRAP 12 

Inventories 

GRAP 13 

Leases 

GRAP 14 

Events Afterthe Reporting Date 

GRAP 16 

Investment Properties 

GRAP 17 

Property, Plant and Equipment 

GRAP 19 

Provisions, Contingent Liabilities and Contingent Assets 

GRAP 100 

Non-current Assets Held for Sale and Discontinued Operations 

GRAP 101 

Agriculture 

GRAP 102 

Intangible Assets 


Accounting policies for material transaction, events or conditions not cowred by the abo\« GRAP Standards have 
been developed in accordance with paragraph 7,11 and 12 of GRAP 3.These accounting policies and the applicable 
disclosures have been based on the South African Statements of Generally Accepted Accounting Practices (SA 
GAAP) including any interpretations of such Statements issued by the Accounting Practices Board. 

The Accounting Standards Board has set transitional provisions for individual standards of GRAP as set out in 
Directive 4 issued in March 2009. Details of the transitional provisions applicable to the municipality have been 
provided in the notes to the annual financial statements. 

A summary of the significant accounting policies which have been consistently applied except where transitional 
provisions has been granted are disclosed below. 
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ACCOUNTING POLICIES 
for the year ended 30 June 2011 


1.2 PRESENTATION CURRENCY 

These annual fnancial statements are presented in South African Rand, which is the functional currency of the 
municipality. 

1.3 GOING CONCERN ASSUMPTION 

These annual fnancial statements have been prepared on a going concern basis. 

1.4 STANDARDS, AMENDMENTS TO STANDARDS AND INTERPRETATIONS ISSUED BUT NOT YET EFFECTIVE 

The following GRAP standards have been issued but are not yet effective and have not been early adopted by the 
municipality: 


GRAP 18 

Segment Reporting - issued March 2005 

GRAP 21 

Impairment of Non-Cash-generating-assets - issued March 2009 

GRAP 23 

Revenue from Non-Exchange Transactions - issued February 2008 

GRAP 24 

Presentation of Budget Information - issued November 2007 

GRAP 26 

Impairment of Cash-generating-assets - issued March 2009 

GRAP 103 

Fleritage Assets - issued July 2008 

lAS 19 

Employee Benefts - effective 1 January 2009 

IFRIC 17 

Distribution of Non-cash Assets to Owners - effective 1 July 2009 


2 PROPERTY, PLANT AND EQUIPMENT 
2.1 INITIAL RECOGNITION 

Property, plant and equipment are tangible non-current assets (including infrastructure assets) that are held for use in 
the production or supply of goods or sen/ices, rental to others, or for administrative purposes, and are expected to be 
used during more than one year. Items of property, plant and equipment are initially recognised as assets on 
acquisition date and are initially recorded at cost. The cost of an item of property, plant and equipment is the purchase 
price and other costs attributable to bring the asset to the location and condition necessary for it to be capable of 
operating in the manner intended by the municipality. Trade discounts and rebates are deducted in arriving at the cost. 
The cost also includes the necessary costs of dismantling and removing the asset and restoring the site on which it is 
located. 

When significant components of an item of property, plant and equipment ha\« different usefjl lives, they are 
accounted for as separate items (major components) of property, plant and equipment. 

Where an asset is acquired by the municipality for no or nominal consideration (i.e. a non-exchange transaction), the 
cost is deemed to be equal to the fair value of that asset on the date acquired. 

Where an item of property, plant and equipment is acquired in exchange for a non-monetary asset or monetary 
assets, or a combination of monetary and non-monetary assets, the asset acquired is initially measured at fairvalue 
(the cost). If the acquired item's fair value was not determinable, it's deemed cost is the carrying amount of the 
asset's) given up. 

Major spare parts and sen/icing equipment qualify as property, plant and equipment when the municipality expects to 
use them during more than one period. Similarly, if the major spare parts and servicing equipment can be used only in 
connection with an item of property, plant and equipment, they are accounted for as property, plant and equipment. 
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ACCOUNTING POLICIES 
for the year ended 30 June 2011 


2.2 SUBSEQUENT MEASUREMENT - REVALUATION MODEL (LAND AND BUILDINGS) 

Subsequent to initial recognition, land and buildings are carried at a revalued amount, being its fair value at the date of 
revalutaion less any subsequent accumulated depreciation and impairment losses. 

An increase in the carrying amount of an asset as a result of a revalutation is credited directly to a revaluation surplus 
reserve, except to the extent that it reverses a revaluation decrease of the same asset previously recognised in surplus 
or deficit. 

A decrease in the carrying amount of an asset as a result of a re\aluation is recognised in surplus or deficit, except to 
the extent of any credit balance existing in the revaluation surplus in respect of that asset. 

2.3 SUBSEQUENT MEASUREMENT - CQST MODEL 

Subsequent to initial recognition, items of property, plant and equipment are measured at cost less accumulated 
depreciation and impairment losses. Land is not depreciated as it is deemed to have an indefinite useful life. 

Where the municipality replaces parts of an asset, it derecognises the part of the asset being replaced and capitalises 
the new component. Subsequent expenditure incurred on an asset is capitalised when it increases the capacity or 
future economic benefits associated with the asset. 

2.4 DEPRECIATION AND IMPAIRMENT 

Depreciation is calculated on the depreciable amount, using the straight-line method over the estimated useful lives of 
the assets. Components of assets that are significant in relation to the whole asset and that have different useful lives 
are depreciated separately. The annual depreciation rates are based on the following estimated average asset lives: 



Years 

Other 

Years 

Infrastructure 




Roads and Paving 

30 

Buildings 

30 

Pedestrian Malls 

30 

Specialistvehicles 

10 

Electricity 

20-80 

Other vehicles 

5 

Water 

15-100 

Office equipment 

3-7 

Sewerage 

15-60 

Furniture and fittings 

7-10 



Watercraft 

15 

Community 


Bins and containers 

5 

Buildings 

30 

Specialised plantand equipment 

10-15 

Recreational Facilities 

20-30 

Other items of plant and equipment 

2-5 

Security 

5 

Landfill sites 

15 


The residual value, the useful life of an asset and the depreciation method is reviewed annually and any changes are 
recognised as a change in accounting estimate in the Statement of Financial Performance. 

The municipality tests for impairment where there is an indication that an asset may be impaired. An assessment of 
whether there is an indication of possible impairment is done at each reporting date. Where the carrying amount of an 
item of property, plant and equipment is greater than the estimated recoverable amount (or recoverable service 
amount), it is written down immediately to its recoverable amount (or recoverable service amount) and an impairment 
loss is charged to the Statement of Financial Performance. 

The Municipality has taken advantage of the transitional provisions permitted by the Accounting Standards Boards, in 
terms of Directive 4 issued in March 2009 , with respect to the measurement of property , plant and equipment as set 
out in paragraph 73 to 83. 

2.5 DERECOGNITIQN 

Items of Property, plant and equipment are derecognised when the asset is disposed of or when there are no further 
economic benefits or service potential expected from the use of the asset. The gain or loss arising on the disposal or 
retirement of an item of property, plant and equipment is determined as the difference between the sales proceeds and 
the carrying value and is recognised in the Statement of Financial Performance. 
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ACCOUNTING POLICIES 

for the year ended 30 June 201 1 

3 INTANGIBLE ASSETS 

3.1 INITIAL RECOGNITION 

An intangible asset is an identifiable non-monetary asset without physical substance. Examples Include computer 
software, licenses, and development costs. The municipality recognises an intangible asset in its Statement of 
Financial Position only when It is probable that the expected future economic benefits or service potential that are 
attributable to the asset will flow to the municipality and the cost or fair value of the asset can be measured reliably. 


Internally generated intangible assets are subject to strict recognition criteria before they are capitlised. Research 
expenditure is never capitalised, while development expenditure is only capitalised to the extent that: 

• the municipality intends to complete the intangible asset for use or sale; 

• it is technically feasible to complete the intangible asset; 

• the municipality has the resources to complete the project; and 

• it is probable that the municipality will receive future economic benefits or service potential. 


Intangible assets are initially recognised at cost. 

Where an intangible asset is acquired by the municipality for no or nominal consideration (i.e. a non-exchange 
transaction), the cost is deemed to be equal to the fair value of that asset on the date aoquired. 

Where an intangible asset is acquired in exchange for a non-monetary asset or monetary assets, or a combination of 
monetary and non-monetary assets, the asset acquired is initially measured at fair value (the cost). If the acquired 
item's fair value was not determinable, it's deemed cost is the carrying amount of the asset's) given up. 

3.2 SUBSEQUENT MEASUREMENT - COST MODEL 

Intangible assets are subsequently carried at cost less accumulated amoritisation and impairments. The cost of an 
intangible asset is amortised over the useful life where that useful life is finite. Where the useful life is indefinite, the 
asset is not amortised but is subject to an annual impairment test. 


3.3 AMORTISATION AND IMPAIRMENT 

Amortisation is charged so as to write off the cost or valuation of intangible assets over their estimated useful lives 
using the straight line method. The annual amortisation rates are based on the following estimated average asset 
lives: 

Computer software 5 years 

The amortisation period and the amortisation method for an intangible asset with a finite useful life are reviewed at 
each reporting date and any changes are recognised as a change in accounting estimate in the Statement of Financial 
Performance. 

The municipality tests intangible assets with finite useful lives for impairment where there is an indication that an asset 
may be impaired. An assessment of whether there is an indication of possible impairment is done at each reporting 
date. Where the carrying amount of an item of an intangible asset is greater than the estimated recoverable amount (or 
reooverable service amount), it is written down immediately to its reooverable amount (or recowrable service amount) 
and an impairment loss is charged to the Statement of Financial Performance. 

The Municipality has taken advantage of the transitional provisions permitted by the Accounting Standards Boards, in 
terms of Directive 4 issued in March 2009 , with respect to the measurement of Intangible Assets as set out in 
paragraph 110 to 118.. 
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ACCOUNTING POLICIES 
for the year ended 30 June 2011 


3.4 DERECOGNITION 

Intangible assets are derecognised when the asset is disposed of or when there are no further economic benefits or 
sen/ice potential expected from the use of the asset. The gain or loss arising on the disposal or retirement of an 
intangible asset is determined as the ditference between the sales proceeds and the carrying value and is recognised 
in the Statement of Financial Performance. 


4 FINANCIAL INSTRUMENTS 

4.1. INITIAL RECOGNITION 

Financial instruments are initialiy recognised at fair vaiue. 

4.2. SUBSEQUENT MEASUREMENT 

Financial Assets are categorised according to their nature as either financial assets at fair value through profit or ioss, 
held-to maturity, loans and receivables, or available for sale. Financial liabilities are categorised as either at fair value 
through profit or loss or financial liabilities carried at amortised cost ("other"). The subsequent measurement of 
financial assets and liabilities depends on this categorisation and, in the absence of an approved GRAP Standard on 
Financial Instruments, is in accordance with lAS 39. 


4.3. INVESTMENTS 

Investments, which include listed, fixed deposits and short-term deposits invested in registered commercial banks, are 
categorised as either held-to-maturity where the criteria for that categorisation are met, or as loans and receivables, 
and are measured at amortised cost. Where investments have been impaired, the carrying value is adjusted by the 
impairment loss, which is recognised as an expense in the period that the impairment is identified. Impairments are 
calculated as being the difference between the carrying amount and the present value of the expected future cash 
flows flowing from the instrument. On disposal of an investment, the difference between the net disposal proceeds and 
the carrying amount is charged or credited to the Statement of Financial Performance. 


4.4. UTHUKELA WATER INVESTMENT 

Investment at Uthukela Water Pty Ltd has been calculated on equity method using the annual financial statements of 
Uthukela Water based on shareholding percentage. 
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ACCOUNTING POLICIES 
for the year ended 30 June 2011 


4.5. TRADE AND OTHER RECEIVABLES 

Trade and other receivables are categorised as financial assets: loans and recei\ables and are initially recognised at 
fair value and subsequently carried at amortised cost. Amortised cost refers to the initial carrying amount, plus 
interest, less repayments and impairments. An estimate is made for doubtful receivables based on a review of all 
outstanding amounts at year-end. Significant financial difficulties of the debtor, probability that the debtor will enter 
bankruptcy or financial reorganisation, and default or delinquency in payments (more than 30 days overdue) are 
considered indicators that the trade receivable is impaired. Impairments are determined by discounting expected future 
cash flows to their present value. Amounts that are recei\able within 12 months from the reporting date are classified 
as current. 

An impairment of trade receivables is accounted for by reducing the carrying amount of trade receivables through the 
use of an allowance account, and the amount of the loss is recognised in the Statement of Financial Performance 
within operating expenses. When a trade receivable is uncollectible, it is written off. Subsequent recoveries of amounts 
previously written off are credited against operating expenses in the Statement of Financial Performance. 

4.6. FINANCIAL LIABILITIES: ACCOUNTS PAYABLE 

Financial liabilities consist of trade payables and borrowings. They are categorised as financial liaibilities held at 
amortised cost, are initially recognised at fair \alue and subsequently measured at amortised cost which is the initial 
carrying amount, less repayments, plus interest. 


4.7. CASH AND CASH EQUIVALENTS 

Cash includes cash on hand (including petty cash) and cash with banks (including call deposits). Cash equivalents are 
short-term highly liquid investments, readily convertible into known amounts of cash, that are held with registered 
banking institutions with maturities of three months or less and are subject to an insignificant risk of change in value. 
Forthe purposes of the cash flow statement, cash and cash equivalents comprise cash on hand, deposits held on call 
with banks, net of bank overdrafts. The municipality categorises cash and cash equivalents as financial assets: loans 
and receivables. 

Bank o\«rdrafts are recorded based on the facility utilised. Finance charges on bank overdraft are expensed as 
incurred. Amounts owing in respect of bank overdrafts are categorised as financial liabilities: other financial liabilities 
carried at amortised cost. 


4.9. INVESTMENT IN JOINT VENTURE 

An investment in a joint venture is carried at costs less any accumulated impairment. 

The municipality's share of proft or loss, resulting from operatins of the joint venture, is recognised on accrual basis 
and is capitilised to the costs of investment. 

5 UNAUTHORISED EXPENDITURE 

Unauthorised expenditure is expenditure that has not been budgeted, expenditure that is not in terms of the conditions 
of an allocation received from another sphere of government, municipality or organ of state and expenditure in the form 
of a grant that is not permitted in terms of the Municipal Finance Management Act (Act No.56 of 2003). Unauthorised 
expenditure is accounted for as an expense in the Statement of Financial Performance and where reco\«red, it is 
subsequently accounted for as revenue in the Statement of Financial Performance and in line with Section 176 (2) of 
the Municipal Finance Management Act (Act No.56 of 2003) where applicable. 
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ACCOUNTING POLICIES 
for the year ended 30 June 2011 

6 IRREGULAR EXPENDITURE 

Irregular expendlture Is expenditure that Is contrary to the Munlclpal Flnance Management Act (Act No.56 of 2003), 
the Munlclpal Systems Act (Act No.32 of 2000), the Public Office Bearers Act (Act No. 20 of 1998) or is in 
contrawntion of the Municipality’s supply chain management policy. Irregular expenditure excludes unauthorised 
expenditure. Irregular expenditure is accounted for as expenditure in the Statement of Financial Performance and 
where reco\«red, it is subsequently accounted for as re\«nue in the Statement of Financial Performance and in line 
with Section 176 (2) of the Municipal Finance Management Act (Act No.56 of 2003) where applicable. 


7 FRUITLESS AND WASTEFUL EXPENDITURE 

Fruitless and wasteful expenditure is expenditure that was made in vain and would have been avoided had reasonable 
care been exercised. Fruitless and wasteful expenditure is accounted for as expenditure in the Statement of Financial 
Performance and where recovered, it is subsequently accounted for as revenue in the Statement of Financial 
Performance and in line with Section 176 (2) of the Municipal Finance Management Act (Act No.56 of 2003) where 
applicable. 


8 PROVISIONS 

Provisions are recognised when the municipality has a present or constructive obligation as a result of past events, it 
is probable that an outflow of resources embodying economic benefits will be required to settle the obligation and a 
reliable estimate of the provision can be made. Provisions are reviewed at reporting date and adjusted to reflect the 
current best estimate. Where the effect is material, non-current provisions are discounted to their present value using a 
pre-tax discount rate that reflects the market's current assessment of the time \alue of money, adjusted for risks 
specific to the liability (for example in the case of obligations for the rehabilitation of land). 

The municipality does not recognise a contingent liability or contingent asset. A contingent liability is disclosed unless 
the possibility of an outflow of resources embodying economic benefits is remote. A contingent asset is disclosed 
where an inflow of economic benefits is probable. 


Future events that may affect the amount required to settle an obligation are reflected in the amount of a provision 
where there is sufficient objective evidence that they will occur. Gains from the expected disposal of assets are not 
taken into account in measuring a provision. Provisions are not recognised for future operating losses. The present 
obligation under an onerous contract is recognised and measured as a provision. 


A provision for restructuring costs is recognised only when the following criteria over and above the recognition criteria 
of a provision have been met: (a) The 

municipality has a detailed formal plan for the restructuring identifying at least: - the business or part of a business 
concerned;- the principal locations affected - the location, function, and approximate number of employees who will be 
compensated for terminating their services; 

- the expenditures that will be undertaken; and when the plan will be implemented; and 

(b) The municipality has raised a valid expectation in those affected that it will carry out the restructuring by starting to 
implement that plan or announcing its main features to those affected by it. 

9 TRANSLATION OF FOREIGN CURRENCY 

The transaction in the foreign currency are initially recorded at the prevailing exchange rate on the dates of the 
transaction. Monetary assets and liabilities in such foregn transaction are translated at the rates prevailing at the 
reporting date. 
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ACCOUNTING POLICIES 
for the year ended 30 June 2011 

10 COMPARATIVE INFORMATION 

Current Year Comparatives 

Budgeted amount have been included in an annexure to these financial statements for current financial year only. 

Prior Year Comparatives 

When presentation or classification of iterms in the annual financial statements is amended, prior period comparatives 
amounts are restated. The nature and reason for the reclasification is disclosed. When there has been a change in the 
accounting policy in the current year, the adjustment is made retrospectively as far as is practicable, and the prior 
year comparative is restated accordingly. 

1 1 LONG SERVICE AWARD 

Provision for the long service awards represents the present value of the estimated future cash outflows to be made by 
the municipality resulting from employee sen/ice providing up to Statement of Financial Position date. The provision 
comprise amounts that the municipality has present obligation to pay resulting from employees sen/ices provided up to 
Statetement of Finanincial Position date. 


12 REVENUE 

12.1. GRANTS, TRANSFERS AND DONATIONS 

Grants, transfers and donations received or receivable are recognised when the resources that have been transferred 
meet the criteria for recognition as an asset. A corresponding liability is raised to the extent that the grant, transfer or 
donation is conditional. The liability is transferred to revenue as and when the conditions attached to the grant are met. 
Grants without any conditions attached are recognised as revenue when the asset is recognised. 

13 BORROWING COSTS 

Borrowing costs that are directly attributable to the acquisition, construction or production of qualifying assets are 
capitalised to the cost of that asset unless it is inappropriate to do so. The municipality ceases the capitalisation of 
borrowing costs when substantially all the activities to prepare the asset for its intended use or sale are complete. It is 
considered inappropriate to capitalise borrowing costs where the link between the funds borrowed and the capital 
asset acquired cannot be adequately established. Borrowing costs incurred other than on qualifying assets are 
recognised as an expense in surplus or deficit when incurred. 

14 RETIREMENT BENEFITS 

The municipality provides retirement benefits for its employees and Councillors. Contributions are made to the Natal 
Joint Municipal Pension Fund to fund the obligations for the payment of retirement benefits in accordance with the 
rules of the defined benefit funds it administers. Contributions are recognised as an expense in the statement of 
Financial Performance. 

The funds are actuarially valued every three years using the discounted cash flow method. Any deficits identified by 
the actuary are recowred from participating municipalities in the form of surcharges added to the contributions which 
are recognised as an expense in the statement of Financial Performance in the yearthat they become payable. 
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ACCOUNTING POLICIES 
for the year ended 30 June 2011 


15 OTHER POST RETIREMENT BENEFITS 

The municipality provides post-retirement health care benefits to their retirees. The entitlement of these benefits is 
ussually conditional on the employees remaining in service up to retirement age and the completion of the minimum 
service period. The expected costs of these benefits are acrued over the period of employment using an accounting 
methodiology similar to that used for defined pension benefit plans. Acrurial gains and losses arising from experiance 
adjustment, and changes in actuarial assumption, are charched or credited to revenue over the expected average 
remaining lives of the relevent employees to the extent which they exceed the 10% corridor. 

16 I M P Al RM ENT OF ASS ETS 

The municipality assesses at each reporting date whether there is any indication that an asset may be impaired. If 
any such indication exists, the municipality estimates the recoverable service amount of the asset. 


Irrespective of whether there is any indication of impairment, the municipality also: 

- tests intangible assets with an indefinite useful life or intangible assets not yet available for use for impairment 
annually by comparing its carrying amount with its recowrable amount. This impairment test is performed during the 
annual period and at the same time every period. 


If there is any indication that an asset may be impaired, the recoverable service amount is estimated for the individual 
asset. If it is not possible to estimate the recoverable service amount of the individual asset, the recoverable service 
amount of the cash-generating unit to which the asset belongs is determined. 


The reco\«rable service amount of an asset or a cash-generating unit is the higher of its fair value less costs to sell 
and its value in use. 

If the recoverable service amount of an asset is less than its carrying amount, the carrying amount of the asset is 
reduced to its recoverable service amount. That reduction is an impairment loss. 


An impairment loss of assets carried at cost less any accumulated depreciation or amortisation is recognised 
immediately in surplus or deficit. Any impairment loss of a revalued asset is treated as a revaluation decrease. 

An impairment loss is recognised for cash-generating units if the recoverable service amount of the unit is less than 
the carrying amount of the unit. The impairment loss is allocated to reduce the carrying amount of the assets of the 
unit as follows: 

- to the assets of the unit, pro rata on the basis of the carrying amount of each asset in the unit. 

A municipality assesses at each reporting date whether there is any indication that an impairment loss recognised in 
prior periods for assets may no longer exist or may have decreased. If any such indication exists, the recoverable 
service amounts of those assets are estimated. 

The increased carrying amount of an asset attributable to a reversal of an impairment loss does not exceed the 
carrying amount that would have been determined had no impairment loss been recognised for the asset in prior 
periods. 

A reversal of an impairment loss of assets carried at cost less accumulated depreciation or amortisation is recognised 
immediately in surplus or deficit. Any reversal of an impairment loss of a revalued asset is treated as a revaluation 
increase. 
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ACCOUNTING POLICIES 
for the year ended 30 June 2011 


17 

RESERVES 












17.1. 

Capital Replacement Reserve (CRR) 












In order to Finance the provision of infrastructure and other iterms of property, plant and equipment from internal sources, amounts 
are transfered from accumulated surplus to the CRR. Acorresponding amount is transferred to a disagnated CRR bank account or 
investment account. The cash in the designated CRR bank accountcan oniybe utilised to finance iterms iterms of property, plant and 
equipment. The CRR is reduced and the accumulated surplus/(deficit) is credited bya corresponding amountwhen the amountin 
theCRRare utilised. 

The amount transfered to CRR is based on the municipality's needs to finance future capital projects included in the Intergrated 
Development Plan. 


CRR is included in Accumulated Surplus in the Statement of Financial Position . In the Prior year itwas separatelydisclosed. 


17.2. 

Government Grant Reserve 






When items of property, plant and equipment are finanoed from government grants, a transfer is be made from the accumulated 
surplus/(deficit) to the Government Grants Reserve equal to the Government Grant recorded as revenue in the Statement of Financial 
Performance in accordance with a directive (budget circular) issued by National Treasury. When such items of property, plant and 
equipment are depreciated, a transfer is made from the Government Grant Reserve to the accumulated surplus/(deficit). The 
purpose of this policy is to promote community equityby ensuring that the future depreciation expenses that will be incurred over the 
useful lives of government grant funded items of property, plant and equipment are offset by transfers from this reserve to the 
accumulated surplus/(deficit) 

When an item of property, plant and equipment financed from governmentgrants is disposed, the balance in the Government Grant 
Reserve relating to such item is transferred to the accumulated surplus/(deficit). 


co 

Capitalisation Reserve 








On the implementation of GAMAP/GRAP, the balance on certain funds, created in terms of the various Provincial Ordinances 
applicable at the time, that had historically been utilised for the acquisition of items of property, plant and equipment have been 
transferred to a Capitalisation Reserve instead of the accumulated surplus/(deficit) in terms of a directive (budget circular) issued by 
National Treasury. The purpose of this Reserve is to promote consumer equity by ensuring that the future depreciation expenses 
that will be incurred over the useful lives of these items of property, plant and equipment are offset bytransfers from this reserve to 
the accumulated surplus/(deficit). 


17.4. 

Donations and Public Contributions Reserve 










When items of property, plant and equipment are financed from public contributions and donations, a transfer is made from the 
accumulated surplus/(deficit) to the Donations and Public Contributions Reserve equal to the donations and public contributions 
recorded as revenue in the Statement of Financial Performance in accordance with a directive (budget circular) issued by National 
Treasury. When such items of property, plant and equipment are depreciated, a transfer is made from the Donations and Public 
Contributions Resen/e to the accumulated surplus/(deficit). The purpose of this policy is to promote communityequity and facilitate 
budgetarycontrol byensuring thatsufficientfunds are setaside to offset the future depreciation charges thatwill be incurred overthe 
estimated useful life of the item of property, plant and equipmentfinanced from donations and public contributions. 

18 TRANSITIONAL PROVISIONS 

The Municipality has taken advantage of the transitional provisions permitted by the Accounting Standards Board, as 


GRAP 1 

Presentation of Financial Statements - paragraphs 7-8A 

GRAP9 

Revenue from Exchange Transactions - paragraphs 37-38 

GRAP 12 

Inventories - paragraphs 45-52 

GRAP 13 

Leases - paragraphs 55-60 

GRAP 17 

Property, Plantand Equipment- paragraphs 73-83 

GRAP 19 

Provisions, Contingent Liabilities and Contingent Assets - paragraph 93-94E 

GRAP 102 

Intangible Assets - paragraph 110-118 
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CONSOLIDATED STATEMEI POSITION AT 30 JUNE 201 1 
















2011 



2010 

Cash Flow 




Note 


R 



R 



ASSETS 


















NON- 

CURRENTASSETS 










Propert, Plant and Equipment 

4 


23112 647 



24 306 095 

-1 1 93 448 



Investments 

5 


8 831 589 



27 600 281 

-18 768 692 



Uthukela Water Investment 

2 


857 820 772 



877 687 397 

-19 866 625 
















889 765 009 



929 593 773 

857 820 772 













CURRENT ASSETS 











Debtors 

6 


165 707 



1 113 768 

-948 061 




Vat 

6 


6 065 538 



6 943 952 

-878 414 




Other Debtors 

6 


0 



0 

0 




Call Investment Deposits 

5 


36 664 300 



54130 033 

-17 465 733 




Bank Balance and Cash 

16 


11 441 361 



8 443 491 



















54 336 906 



70 631 244 














TOTALASSETS 



944101 914 



1 000 225 017 























EQUITY AND LIAɓlLITIES 




















Accumulated Surplus/ (Deficit) 



802 426 1 1 1 



877 028 620 

-74 602 509 74 602 509 



Revaluation Reserve 

3 


0 



5 800 000 

5 800 000 










0 


TOTAL EQUITY 



802 426 1 1 1 



882 828 620 












NON CURRENT LIABILITIES 










Post Retirement Benefit 

18 


12 565 797 



8 867 012 

-3 698 785 


















12 565 797 



8 867 012 














CURRENT LIABILITIES 









Unspent Conditional Grant and Receipts 

30 


51 480 410 



70 464 064 

18 983 654 


Creditors 

7 


77 629 596 



38 065 321 

-39 564 275 














129 110 006 



108 529 385 












TOTAL LIABILITIES 



141 675 803 



117 396 397 

























TOTAL EQUITY AND LIABILITIES 



944101 914 



1 000 225 017 

-2 997 871 
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CONSOLIDATED STATEMENT OF FINANCIAL PERFORMANCE 




FOR THE PERIOD ENDING 30 JUNE 201 1 







Note 

Actual 

Actuol 



2011 

2010 



R 

R 

REVENUE 








Rental of Focilities and equipment 


237 287 

291 797 

Interest Earned - External Investsment 

10 

5 741 698 

8 339 828 

Interest Earned - Outstanding Debtors 


0 

0 

Government and Provincial grants and subsidies 

17 

266 863 863 

251 918 677 

Other 

Proceeds on Sale of Assets 

Puplic Contribution and Donations 


403 506 

0 

0 

155 333 

347 500 

0 

Gains on Disposal of Property, Plant and Equipment 








TOTAL REVENUE 


273 246 355 

261 053 134 





EXPENDITURE 








Employee Reloted Costs 

8 

22 722 496 

18 226 543 

Remunerotion of Councillors 

8 

2 085 872 

2 008128 

Depreciotion 


3 660 773 

4 669 826 

Post Retirement benefit 

18 

3 703 476 

8 867 012 

Generol expenses 

22 

45 584 994 

40132 260 

Agency fees 

23 

93 846 105 

71 955 507 

Repairs and maintenance 


5 694 355 

4 764 698 

Interest Poid 

10 

0 

273 612 

Gront Expenditure 

24 

156 484168 

178 643 170 

Loss on Disposol of Property,Plant ond Equipment 








Total Expenditure 


333 782 238 

329 540 756 





(DEFICIT) 


(60 535 883) 

(68 487 622) 





Interest in Joint Venture 


-19 866 625 

-10 252 789 





(DEFICIT) FORTHE YEAR 


(80 402 509) 

(78 740 411) 
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CONSOLIDATED STATEMENT OF CHANGES IN NET ASSETS FOR THE PERIOD ENDING 30 JUNE 2011 



Goverment 

Donation 

Revaluation 

Accumulated 

Uthukela 

Total 


Grant 

and Public 

Reserve 

Surplus/ 

Water Joint 



Reserve 

Contribution 


Dificit 

Venture 




Reserve 



Investment 










R 

R 

R 

R 

R 

R 








Balance at 1 July2009 

2 613 933 

5 693 445 

5 800 000 

49 501 501 

890 476 394 

954 085 273 

Surplus/(deficit) for the year 




-68 487 372 

-12 788 998 

-81 276 370 

Appropirations for the year 

-2 613 933 

-5 693 445 


18 327 094 


10019716 

Funds Utilised During the Year 

0 

0 


0 


0 

Uthukela Capitalisation 




0 


0 

PPE purchased 

0 

0 


0 


0 

Revaluation of Property 



0 

0 


0 

Insurance Claim Proceeded 




-0 


-0 

Asset transfered to LMS 

0 

0 




0 

Asset Disposal 






0 

Offsetting of Depreciation 






0 

Balance as at 30 June 2010 

0 

0 

5 800 000 

-658 777 

877 687 396 

■ 882 828 619 








Correction of error (note 34) 






0 

Chanqe in accountinq policy (note 34) 






0 

Restated Balance 

0 

0 

5 800 000 

-658 777 

877 687 396 

882 828 619 








Balance at 1 July2010 

0 

0 

5 800 000 

-658 777 

877 687 396 

882 828 619 

Surplus/(deficit) for the year 
Appropriations for this year (refer to 
note 1 6) 

Funds Utilised During the Year 

0 

0 

-5 800 000 

-80 402 509 

5 800 000 

0 


-80 402 509 

0 

0 

Uthukela Capitalisation 




0 


0 

PPE purchased 




0 


0 

Revaluation of Property 




0 


0 

Insurance Claim Proceeded 




0 


0 

Asset transfered to LMS 




0 


0 

Asset Disposal 




0 


0 

Offsettinq of Depreciation 




0 


0 

Balance as at 30 June 201 1 

0 

0 

0 

-75 261 286 

877 687 396 

802 426 110 
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CONSOLIDATED CASH FLOW STATEMENT 










FORTHEPERIOD ENDING 30 JUNE 201 1 












Note 

2011 



2010 



R 



R 







CASH FLOW FROM OPERATING ACTIVITIES 










Cash generated by operations 1 2 

(82 871 251) 



(81 470 465) 

Cash contributions from the Public and State 

0 



0 

Cash Receipt From Rate Poyers, Govement and Other 





Cash Paid to Suppliers and Employees 1 3 

26 105 882 



36 090 074 

Cosh generated from /(Utilised in) Operotions 

(56 765 369) 



(45 380 391) 






Interest Received 12 

5 741 698 



8 339 828 

Interest Paid 

12 

0 



(273 612) 







NET CASH FROM OPERATING ACTIVITIES 

(51 023 671) 



(37 314175) 







CASH FLOW FROM INVESTING ACTIVITIES 










Purchase of Property,Plant and Equipment 5 

(2 079 508) 



(5 150 536) 

Proceed on Disposal of Property, Plant and Equipment 





Decrease in Uthukela Investment 2 

19 866 625 



10 252 789 

Decrease in non Current Receivables 1 4 

0 



7 063 614 

1 ncrease in non-current invest ment 1 5 

36 234 425 



19 130 682 






NETT CASH FLOW FROM INVESTING ACTIVITIES 

54 021 542 



31 296 550 







CASH FLOW FROM FINANCING ACTIVITIES 











New Loans Raised / (Repaid) 





Increase in Consumer Deposits 











NETT CASH FLOW FROM FINANCING ACTIVITIES 

0 



0 







NETT DECREASE IN CASH AND CASH CASH EQUIVALENTS 1 6 

2 997 871 



(6 017 625) 








16 

(2 997 870) 



6 017 625 

Cash and Cash Equivalents at the Beginning of the Year 

8 443 491 



14461 116 

Cash and Cash Equivaients atthe End ofthe Year 

1 1 441 361 



8 443 491 
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NOTES TO THE CONSOLIDATED ANNUAL FINANCIAL STATEMENTS FOR THE PERIOD ENDING 30 JUNE 2011 












2011 

2010 



R 

R 

1 

Accumulated Surplus / (Deflclt) 








Balance at the beginning of the year 

877 028 620 

- 


Surplus/(Deficit) for the year 


(80 402 509) 

- 





877 028 620 


Revaluation Reserve 

5 800 000 

- 


Accumulated Surplus/(Deflclt) at the end of the year 

802 426 1 1 1 

877 028 620 


For more detalls refer to the statement of net changes In assets. 











2 

INVESTMENTIN UTHUKELA WATER (PTY) LTD JOINT VENTURE 










Uthukela Water 





AFS Reference 




Share capltal 

Note 5 

33 

33 


Partners contributions- Projects 

Note 6 

345 338 314 

342 377 551 


Partners contributions- Shortfall fundlng 

Note 6 

263 079 686 

194 638 546 


Accumulated surplus 

Note 6 

249 402 739 

340 671 267 




857 820 772 

877 687 397 


Uthukela Water (Pty) Ltd Jolnt Venture investments has been accounted for uslng equlty method as prescrlbed In GRAP 8. 






REVALUATIONS RESERVE 







3 

Revaluatlon Reserve 

0 

5 800 000 


Revaluatlon of property were perfomed uslng Endumenl Munlclpality Valuation Roll which was prepared by an 


independent person. The original cost price was R8 000 000.00 plus revaluation of R5 800 000 resulting to R13 800 000.00 






The name of the valuator 




The effective date of the revaluation 




The method applied in estimating the terms 











2011 

2010 




R 

R 

4 

FIXED ASSETS 










Fixed assets 


35 203 221 

31 129 607 







Capital outlay during the year 


2 079 508 

5 150 536 


Adjustments 





Less : Disposal / Transfer 


0 

1 076 923 












Total flxed assets 


37 282 729 

35 203 220 







Less : Accummulated Depreclation 


14170 082 

10 897 125 












Net fixed assets 


23112 647 

24 306 095 







Fixed assets has been restated in oder to comply with GRAP 1 7 accounting requirements. 
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NOTES TO THE CONSOLIDATED ANNUAL FINANCIAL STATEMENTS FOR THE PERIOD ENDING 30 JUNE 2011 


Property, Plant And Equipment at 30 JUNE 201 1 




Land and 


Offlce Furnlture 




Bulldlng 

Vehlcles 

Equlpment & other 

Total 



R 

R 

R 

R 

Reconciliation of Carrying Value 












Carring Value as at 1 July 2010 

14 689 738 

3 575 846 

6 040 511 

24 306 095 

Costs / Revaluation 

16 655 920 

6 820 246 

1 1 727 054 

35 203 220 


Correction of Error 

0 

0 

0 

- 


Accummulated depreciation 

-1 966 181 

-3 244 400 

-5 686 543 

-10 897 125 







Acquisitions 

1 269 760 

162 

809 585 

2 079 508 








Correction of Error - Prior Year Depre 

0 

0 

387 817 

387 817 








Correction of Error - Prior Year Book VoIl 

0 

0 

0 

- 


Revaluation 




- 


Capital under Contruction 






Depreciation 

-758 331 

-1 140 921 

(1 761 521) 

-3 660 773 








Carrying value of disposal 

0 

0 

0 

- 






Acc Depreciation value of disposal 

0 

0 

0 

- 

Costs 






Accumulated Depreciation 





Impairment Losses 






Other Movements 












Carrylng Value ai 30 June 201 1 

15 201 168 

2 435 087 

5 476 392 

23112 647 

Costs 

17 925 680 

6 820 408 

12 536 640 

37 282 728 


Accumulated Depreciation 

-2 724 512 

-4 385 321 

-7 060 248 

-14 170 081 



15 201 168 

2 435 087 

5 476 392 

23 112 647 
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NOTES TOTHE CONSOLIDATED ANNUAL FINANCIAL STATEMENTS FOR THE PERIOD ENDING 30 JUNE 2011 (continued] 


















Property, Plant And Equipmentcontinued 





Land and 


Ottlce Furnlture 




Bulldlng 

Vehlcles 

Equlpment & other 

Total 



R 

R 

R 

R 

Reconciliation of Carrying Value 












Carring Value as at 1 July 2009 

15 080 541 

2 819 522 

5 491 418 

23 391 481 

Costs / Revaluation 

13 269 577 

6 184 672 

10 127 562 

29 581 811 


Correction of Error 

0 

0 

0 

- 


Accummulated depreciation 

-5 256 990 

-4 069 405 

(5 783 410) 

-15 109 805 







Acquisitions 

59 182 

994 331 

4 097 024 

5 150 536 


Correction of Error - Prior Year Depre 

3 901 949 

1 904 823 

2 152 919 

7 959 690 


Correction of Error - Prior Year Book VoIl 

3 327 161 

317 270 

(2 096 635) 

1 547 796 


Revaluation 




- 


Capital under Contruction 






Depreciation 

-611 141 

-1 622 922 

(2 435 763) 

-4 669 826 

Carrying value of disposal 

0 

-676 027 

(400 896) 

-1 076 923 


Costs 





Acc Depreciation value of disposal 

0 

543 105 

379 71 1 

922 817 


Impairment Losses 






Other Movements 











Carrying Value at 30 June 2010 

14 689 738 

3 575 846 

6 040 511 

24 306 095 


Costs 

16 655 920 

6 820 246 

1 1 727 054 

35 203 220 


Accumulated Depreciation 

-1 966 181 

-3 244 400 

-5 686 543 

-10 897 125 



14 689 738 

3 575 846 

6 040 511 

24 306 095 


(Refer to Appendix C for more details.) 

















5 

INVESTMENTS 












Unlisted : 






Long term deposits 



8 831 589 

27 600 281 


Call deposits 



36 664 300 

54 130 033 








Total investments 



45 495 889 

81 730 314 








Managements' valuation of unlisted 






investments. 



45 495 889 

81 730 314 








Average gross rate of return on investments 


10% 

10% 







Local authorities are required to invest funds which are not immediately required, with prescribed 


institutions and the period should be such that it will not be necessary to borrow funds against the 


investment at a penalty rate to meet commitments. 












Instltutlon 



First National Bank 

2 243 640 


Investec 

15164 783 


ABSA 

9 634 631 20 599 801 


Nedbank 

9 621 246 33 530 232 


Rand Merchant Bank 

8 831 589 27 600 281 





Total 

45 495 889 81730 314 
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NOTES TOTHE CONSOLIDATED ANNUAL FINANCIAL STATEMENTS FOR THE PERIOD ENDING 30 JUNE 2011 (continued] 














6 

DEBTORS 



R 

R 








Debtors 



165 707 

1 113518 


Debtor - Interest Accrued 



165 707 

368 943 


District Games 2009 



0 

744 826 


Generai Suspense 



0 

- 


Debtors Controi 



0 

- 


Sundry Debtors Controi 



0 

-250 


LGSETA : Training Grant 



0 

- 


iNdiovu DM Distribution Debt 



0 

- 






Other Debtors 


0 0 


OB Kunene Credit Card Suspen 



0 

- 


MS Yengwa Credit Card Suspen 



0 

- 


Pensioners Medicai Aid Contr 



0 

- 


Saiaries Suspense 



0 

- 


Saiary Advances Suspense 



0 

- 






Short-term portion ot long-term debtors 


0 






Receiver ot Revenue - Value Added Tax 

6 065 538 6 943 952 


Vat Input Controi 



113 733 930 

81 625 556 


Vat Input ControiiPubiic Works 



0 

- 


Vat Output Controi 



(398 823) 

-352 907 


Vat Outp Controi:CMIP Projec 



0 

- 


Vat Controi 



(107 269 569) 

-74 328 697 





























7 

CREDITORS 






Trade Creditors and accruais 



77 629 596 

38 065 321 


Deposit Ciearing Account 



0 

- 


Creditor - Endumeni 



1 1 769 408 



Inter-DC Direct Deposits Sus 



0 

- 


Insurances Suspense 



0 

- 


Retentions Heid Suspense 



13 563 282 

13 838 010 


Unknown Deposit Suspense 



0 

- 


Creditors Controi 



0 



Leave pay 



1 578 438 

1 307 082 


Accruais Suspense Account - Generai 



12 402 204 

22 920 229 


Unciaimed Wages 



0 

- 


Prepaid Income 



0 

- 


Cash Suspense Account 



0 

- 


Creditor - Uthukeia water 



38 316 266 

- 














CONSUMER DEPOSITS 






There were no guarantees in iieu of deposits. 


0 

- 
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2011 

2010 

NOTES TO THE CONSOLIDATED ANNUAL FINANCIAL STATEMENTS FOR THE PERIOD ENDING 30 JU R 

R 






8 

REMUNERATION 





COUNCILLORS' REMUNERATION 





Mayor's allowance 


287 322 

260 936 


Deputy Mayor's allowance 


87 399 

93 931 


Speaker's allowance 


249 745 

231 443 


Members' allowances 


1 159 307 

1 155 098 


Executive commlttee allowances 


142 921 

121 275 


Local Authorlty attendance tees 


21 305 

33 519 


Medlcal ald contrlbutlons 


15 452 

2 143 


Penslon fund contributlons and other allowances 


122 421 

109 783 




2 085 872 

2 008 128 


EMPLOYEE RELATED COSTS 





Employee related costs : Salarles and Wages 


11 972 704 

12 855 008 


Employee related costs : Contrlbution for UIF, Penslon and Medlcdl Ald 

2 930 567 

2 491 890 


Travel, Mofor Car, Accommodaflon, Subslsfance and ofher allowances 

1 274 505 

1 191 598 


Houslng Beneflf and Allowances 


644 114 

471 233 


Overflme Paymenfs 


442 976 

174 961 


Bonuses 


5 455 430 

1 041 854 


Less : Employee cosfs capiflllsed 





Less : Employee cosfs included In ofher expenses 





Total Employee Related Costs 


22 722 496 

18 224 543 


There were no advances and loans issued to employees 










Remuneratlon of the Municipal Manager 





Total Package 


1 102 405 1002 186 


Structured as follows : Annual Remuneratlon 


885 495 

912 990 


Leave Pay 


0 



Acting Allowance 


0 

- 


Performance Bonuses 


0 



Car Allowance 


0 



U 1 F, Medical and Pension Fund 


0 



Total 


885 695 

912 990 


Remuneratlon of the Chief Financiai Officer 





Total Package 


831 497 

782 040 


Structured as follows : Annual Remuneratlon 










Total 


831 497 

782 040 







EXECUTIVE MANAGEMENTS' REMUNERATION 






ExecutiveManag 

Exec Manager 

Exec Manager 



Technicai 

Corporate 

Planning and 


30June2011 

Services 

Services 

Sociai Dev 


Total Package 

787 408 

787 408 

787 408 


Structured as follows : Annual Remuneratlon 

631 777 

562 903 

631 777 


Performance Bonuses 

0 

0 

- 


Leave Pay 



- 


Acting Allowance 

34 703 


- 


Car Allowance 

0 

0 

- 


UIF, Medical & Pension Fund 

0 

0 

- 


Total 

666 480 

562 903 

631 777 








Exec Manager 

Exec Manager 

Exec Manager 



Technicai 

Corporate 

Planning and 


30June2010 

Services 

Services 

Social Dev 


Total Package 

715 825 

715 825 

715 825 


Structured as follows : Annual Remuneration 

427 139 

332 125 

419 338 


Performance Bonuses 

50 011 

50 011 

50 011 


Leave Pay 





Acting Allowance 

36 338 




Car Allowance 

99 000 

84 000 

84 804 


UIF, Medical & Pension Fund 

99 901 

209 505 

121 813 


Total 

712 388 

675 641 

675 966 
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NOTES TOTHE CONSOLIDATED ANNUAL FINANCIAL STATEMENTS FOR THE PERIOD ENDING 30 JUNE 2011 (continued] 





2011 

2010 




R 

R 


MIDDLE MANAGEMENTS' REMUNERATION 





Manager Communication Services 



466 1 68 

462 132 


Manager Legal Services 



628 585 

584 875 


Manager i DP/PMS 



466 1 68 

461 701 


Manager GiS 



534 756 

89 558 





1 629 508 

1 136 135 




















Remuneration: Other Staft 



19 600 507 

15 339 511 


Total: Saiaries, Wages and Aiiowances 



24 808 368 

20 234 671 








Managements' Remuneration as a percentage of totai 


8% 

9% 


remuneration 










MANAGEMENTS' PERFORMANCE BONUSES 










Municipal Manager 


76 634 

67 818 


Dep Munlclpai Manager 


0 

- 


Executlve Manager: Corporate Servlces 


0 

50 000 


Manager: Communications 


50 000 

50 000 


Manager: iDP PMS 


50 000 

50 000 


Executive Manager: Development Planning 


56 513 

50 011 


Executive Manager: Technicai Servbices 


56 513 

50 011 


Manager Legal servlces 



50 000 

50 011 


Total 



339 659 

367 851 







9 

AUDITORS' REMUNERATION 












Audlt fees 



1 698 462 

1 364 634 



















10 

FINANCE TRANSACTIONS 












Total external Interest earned or pald: 












interest earned 



5 741 698 

8 339 828 


interest pald 



0 

273 612 














Capltai charges debited to operating account: 










interest : 


0 

273 612 







Redemption : 


0 

- 




0 

- 


Prior year adjustment: 












0 

273 612 


2010/11 Annual Report 
Umzinyathi District Municipality 


Page 71 



NOTES TOTHE CONSOLIDATED ANNUAL FINANCIAL STATEMENTS FOR THE PERIOD ENDING 30 JUNE 2011 (continued] 




2011 

2010 



R 

R 









11 

Appropriation account 








Accumuiated surpius / (deficit) at the beginning of the year 

877 028 620 

939 977 895 


Operating surpius / (deficit) for the year 

(80 402 509) 

-81 276 370 


Appropriations for the year 

0 

18 327 094 


Prior year adjustments - Appropriation Movement 

0 

0 


Goverment Grant Reserve Written Off 

0 

2 613 933 


Donation and Public Contribution Written Off 

0 

5 693 445 


Revuation Reserve Written Off 

0 

- 


Revaiuation of PPE recognised 

0 

7 777 750 


Correction of Depretiation for prior year 

0 

2 241 965 


Write-back of prior year accruais 




Correcting of incorrect aiiocations 




Refund of ievies iro prior year 

0 

- 


Prior year revenue reversed/Written off 




Prior year expenditure 




VAT corrections 








Accumuiated surpius at the end of the year 

796 626 1 1 1 

877 028 620 










Operating account 








Capital expenditure 

10 242 868 

13 469 413 


Contributions to provisions: 

196 948 

435 397 


Maintenance provision 

0 

- 


Leave pay 

196 948 

435 397 


Contribution to Consoiidated Capital Development Fund 

0 

- 


Depreciation and renewais Fund 

0 

- 



10 439 816 

13 904 810 






The Prior year adjustments - other is made up of the foiiowing adjustments: 




Prior year expenditure 

0 

- 


System errors 

0 

- 


Correction of expenditure aiiocations 

0 

- 






Total 

0 

- 


2010/11 Annual Report 
Umzinyathi District Municipality 


Page 72 


NOTES TOTHE CONSOLIDATED ANNUAL FINANCIAL STATEMENTS FOR THE PERIOD ENDING 30 JUNE 2011 (continued] 








2011 

2010 



R 

R 





12 

CASH GENERATED BY OPERATIONS 








Surplus / (deficit) for the year 

(80 402 509) 

-81 276 370 


Adjustments in respect of: 




Previous years' operating transactions 

(387 817) 

- 


Appropriations charged against income: 

3 660 773 

4 669 826 




0 

- 


Leave Provision 


0 

- 




0 

- 


Depreciation 


3 660 773 

4 669 826 




0 

- 





Capitai charges : 


0 

-73 888 









0 

- 


interest Paid 


0 

273 612 


Proceed on sale of assets 


0 

-347 500 




0 

- 


Redemption of Loan 


0 

- 







investment income (operating account) 

(5 741 698) 

-8 339 828 


Other income 

0 

- 


Non-operating expenditure : 




Capitai Expenditure 

0 

- 


Accumulated Funds and Reserves 

0 

666 336 



(82 871 251) 

-84 353 924 









13 

(INCREASE) / DECREASE IN WORKING CAPITAL 








(increase) / Decrease in inventory 

0 

0 


(increase) / Decrease in debtors 

1 826 475 

1 1 928 013 


increase / (Decrease) in creditors 

24 279 407 

24 443 887 


(increase) / Decrease in long-term debtors 

0 

0 


increase / (Decrease) in consumer deposits 

0 

0 


increase / (Decrease) in short-term portion of long-term 

0 

-282 076 


liabilities 





26 105 882 

36 089 824 





14 

INCREASE / (DECREASE) IN LONG-TERM LOANS (EXTERNAL) 









Loans raised 





Loans redeemed 


0 

-1 803 397 


Post Retirement Benefit 



8 867 012 




0 

7 063 615 
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NOTES TOTHE CONSOLIDATED ANNUAL FINANCIAL STATEMENTS FOR THE PERIOD ENDING 30 JUNE 2011 (continued) 




2011 

2010 



R 

R 

15 (INCREASE) / DECREASE IN EXTERNAL CASH INVESTMENTS 








Investinents made 


0 

- 

I nvestments realised 


36 234 425 

19 130 682 







36 234 425 

19 130 682 





U (INCREASE) / DECREASE IN CASH ON HAND AND AT BANK 








Cash Book balance: beginning of the year 


8 443 491 

14461 116 

Less: Cash Book balance end of the year 


1 441 361 

8 443 491 

Cash Floats; 


0 

- 

Petty Cash: 


4 000 

4 000 

Petty Cash: 


0 

- 

Cash Floats: 


100 

100 

General Bank Account ABSA Account No. 405 0280 759 


1 437 261 

8 439 391 






(2 997 870) 

6 01 7 625 




Bank Statement Balance at beginning of the year 

8 439 391 

14 457 016 

Bank Statement Balance at end of fhe year 


1 437 261 

8 439 391 





17 GOVERNMENT GRANTS AND SUɓSIDIES 




Equitable Share 


132 014 356 

1 05 793 809 

Finance Management Grant 


1 000 000 

1 097 695 

DWAF Operating Subsidy 


450 000 

496 000 

Casino Tax Levy 


30 6S2 


Other Grants Conditions met 


133 368 856 

144 531 173 



266 863 863 

251 918 677 




In terms of the Constitution, the equitable share is used to subsidise the provision of basis services. FMG is funding the 

Implementation of MFMA, DWAF operational subsiby is used to fund operations and maintenance on water schems 

previously owned by the Department of Water Affairs and Contract Services are grant allocated by Provincial and 

National Treasury to fund community infrastructure projects and capacity building programs as listed below. 





18 RETIREMENT BENEFITS OBLIGATION 








18.1. Deflned benefit plan 








Statement of Flnancial Positlon obligation for : 




Post-employment medical benefits 


12 565 797 

8 867 012 

Pension benefits 


0 

- 

Balance at the end of year 


12 565 797 

8 867 012 





Statement of Flnanclal Performance obllgatlon for ; 








Post-employment medical benefits 


3 703 476 

8 867 012 

Pension Benefits : 


0 

- 

Defined Benefit Funds 


0 

- 

Defined Contribution funds 


0 

- 

Total, Included In employee beneflts expense 


3 703 476 

8 867 012 





18.1.1. Post-Retlrement Medlcal Ald plan 




The municipality operates on 6 accredited medical aid schemes, namely Key health, Discovery, Hosemed. Bonital , 

Samwumed and LA Health. Pensioners continue on the option they belonged to on the day on their retirement. 




Movement In the defined beneflt obllgation Is as follows : 






Balance at the begining of the year 

8 867 012 

- 

Current service cost 

3 703 476 

8 867 012 

Interest costs 

0 

- 

Actuarial (gains) losses 

0 

- 

Benefit payments 

8102 

- 

Balance at end of year 

12 578 589 

8 867 012 
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NOTES TO THE CONSOLIDATED ANNUAL FINANCIAL STATEMENTS FOR THE PERIOD ENDING 30 JUNE 2011 (continued) 




18 

RETIREMENT BENEFITS OBLIGATION (contlnued) 






Net Expense recognised in the Statement of Financial performance 






Current service cost 

0 


Interest costs 

0 


Actuarial (gains) losses 

0 


Benefit payments 

0 


Total, Included in employee beneflts expense 

0 0 





Key assumptions used 






The principal actuarial assumptions used will be as follows 






Discount rates used 

8.8% 8.8% 


General increase to medical aid contributions 

15.0% 15.0% 


Salary Inflation 

8.0% 8.0% 


Expected retirement age 

63 63 


Proportion continuing membership at retirement 

100% 100% 


Proportion of retiring members who are married 

90% 90% 





Other assumptlon : 



Age of spouse - Husbands 5 years older than wives 






Mortality of in-service members - In accordance with the SA 85 - 90 (Light) ultimate table (rated down 3 years 


for females). 




Mortality of pensioners - 1 n accordance with the PA (90) ultimate male and female tables 




(No explicit assumption was made about additional mortality or health care costs due to AIDS) 





Percentage of in’Service members wlthdrawing before retirement : 






age 20 

7.85% 7.85% 


age 25 

5.67% 5.67% 


age 30 

4.20% 4.20% 


age 35 

3.31% 3.31% 


age 40 

2.23% 2.23% 


age 45 

1.21% 1.21% 


age 50 

0.55% 0.55% 


age 55+ 

0.00% 0.00% 

18 

RETIREMENT BENEFITS OBLIGATION (contlnued) 






All Councillors and Employees belong to the following funds within the Natal Joint Municipal Pension fund which 


provides retirement benefits to such employees. 




The retirement plan is subject to the Pension Funds Act, 1956 




In accordance with the regulations governing the Fund and in compliance with Section 1 6 of the Pension Funds 


Act, 1 956 (Act No. 24 of 1 96) the financial position of the Fund is examined and reported upon but the Valuator 


at interv als not exceeding three years. 




1 n practice the Valuator conducts a statutory v aluation on a triennial basis and an interim on an annual basis. 




Interim Valuations of the Fund as at 31 March 2006 and Report on the Operations of the 


Memorandum Account for the Year Ended 31 March 2006. 




In respect of Service to 31 March 2006 the actuarial value of the total assets was R121,7 million more than the 


actuarial value of the liabilities for the service of members to that date and for pensioners, made up as follows: 




- surplus of R210,0 million in respect of pensioners (funding level 1 19,4%) 


- deficit of R88,3 million in respect of members (funding level 95,0%) of which deficit 


- about R49,0 million was attributable to salary increases being higher than expected (the average salary 


increased by 9,7% over the three years which is substantially in excess of inflation). 




The Fund was thus 104,3% funded. The Fund did not hold an investment reserve. 
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NOTES TOTHE CONSOLIDATED ANNUAL FINANCIAL STATEMENTS FOR THE PERIOD ENDING 30 JUNE 2011 (continued] 






Statutory Valuations ot the Fund as at 31 March 2006 and Report on the Operations ot 


the Memorandum Accounttor the Year Ended 31 March 2006. 


In respect of Service to 31 March 2006 the actuarial value of the total assets was R140,9 million less than the 


actuarial value of the liabilities for the service of members to that date and for pensioners, made up as follows: 


- surplus of R63,4 million in respect of pensioners (funding level 1 16,2%) 


- deficit of R204,3 million in respect of members (funding level 73,0%) attributed to salary increases being 


higher than expected (the average salary increased by 1 1,1% over the three year period which is substantially in 


in excess of inflation). 




The Fund was thus 87,7% funded. The Fund did not hold an investment reserve. 




19 

CAPITAL COMMITMENTS 






Commitments in respect of capital expenditure: 

0 


Approved and contracted for 


51 480 410 58 010 915 


Approved but not yet contracted for 






51 480 410 58 010 915 










This expenditure will be financed from: 


0 


Internal sources 


7118145 


External sources 


44 362 266 58 010 915 




51 480 410 58 010 915 





20 

MUNICIPAL ENTITIES 








During the 2004/05 financial year the water and sanitation services assets were transferred to ulhukelo Water (Pty) 


Ltd in terms of a thirty year WSP agreement entered into by ulhukela Water (Pty) Ltd and the three WSA's being 


uMzinyathi District Municipality, Amajuba District Municipality and Newcastle Local Municipality. 




Since Uthukela Water has not submitted annual financial statements since inception, no audit was conducted 


on the figures used. 








uMzinyathi District Municipality holds 33% shares in uThukela Water (Pty) Ltd. 








The overall operatlng results for the year ended 30 June 2007 are as follows: 









uThukela Water (Pty) Ltd 


(101 493 329) 

-79 612 875 


Income generated by watersales 


3 233 514 

18 003 785 


Sundry Income 


0 

- 


Water Services Expenditure incl ulhukela Water (Pty) Ltd 

(104 726 843) 

-97 616 660 







uMzlnyathl DlstrlctMunlclpallty 


63 816 891 

45 986 983 


Funding from Equitable Shares 


63 366 891 

45 490 983 


Operational Subsidy 


450 000 

496 000 


Direct Expenditure 


0 

- 


Provision for Bad Debt 


0 

- 







Surplus / (Deflclt) for the year 


(37 676 439) 

-33 625 892 







Transfer of powers and functlons In respect of the water and sanltatlon servlces transferred 



from uMzlnyathl DlstrlctMunlclpallty to uThukela Water (Pty) Ltd. 
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21 MIG EXPENDITURE 




2011 

' 2010 

MIG EXPENDITURE 




BOREHOLE REHABILITATION 


10 773 901.20 

42 000 

Amangwe Buthanani - Isandlwana Phase 1&2 

- 

188 534 

Endumeni / Nquthu bulk 


2 837 829.53 


Enhlalakahle Bulk Water Phase 2 


- 

2 616 279 

ESHANEWATERSUPLY 


1 22 438.87 

6 946 710 

DWAF Project 


- 

530 747 

Greytown Bulk Water 


- 

2 526 907 

Greytown Jabula Road 


- 

795 832 

Hlazakazi WaterScheme Phase 1 - Isandlwana 

1 107 643.48 

3 479 777 

Hlimbithwathi Sanitation 


1 069 952.66 

200 469 

Keates Drift Water Scheme 


582 1 73.35 

1 1 1 093 

Ntinini Regional Water 


3 933 049.50 

- 

KwaJama Household Sanitation 


81 7 546.00 

1 763 328 

KWAKOPI MHLANGANA 


2 476 756.60 

13268 124 

Makhabeleni Phase2&3 


12 462 533.14 

14 440 735 

MAKHABENI SANITAT10N:IMPLEMENTAT10N 

3 151 444.24 

12 634 872 

Mbono Water 


16 996 276.25 

6 274 205 

Endumeni old CIMIP Projects 


975 961.36 

- 

Douglas Water 


146 180.91 


Mthembu West - Tugela Ferry 


738 010.84 

7 269 384 

Pomeroy Douglas Sanitation project 


9 497 691.66 


Muden Sanitation 


6 646 921.50 

62 279 

Ndaya Water 


259 281.55 


Ndindindi Water Supply Scheme 


- 

183 240 

NGUBUKAZI WATER SUPPLY 


- 

4 554 603 

Nquthu Sewerage Treatment Plan 


- 

318 772 

Ophathe - Water 


4 242 208.20 

14313552 

Othame Sanitation 



- 

Pomeroy Bulk Water Supply Phase 2 


- 

383 218 

POMEROYSUB REGIONAL SCHEME 


677 748.94 

87 767 

Qhudeni Water Scheme 


- 

355 551 

RUGTEFONTEIN SETTLEMENTAREA 


- 

91 767 

Sithembile Sewer Pump Station 


7418 166.17 

663 366 

Somashi Water Supply 


- 

13 335 

Tugela Ferry Variation 


- 

480 1 70 

Umzinyathi Rudimentary 


5 050 248.08 

17 859 777 

Umsinga Bulk water 


403 698.07 


Muden Bulk water 


2 650 247.90 


Water and Sanitation assets and liabilities transferred - Endumeni 

11 720 133.53 




106 758 043.53 

112 456 395 

Exfernal Funded - MIG Grant 



106 758 044 

112 456 395 






22 GENERAL EXPENSES 










TRANSFORMATION 


1 366 715 

0 

MUNICIPALSUPPORT 


195 700 

449 002 

MANAGEMENTAUDIT 


663 435 

0 

IDP REVIEW : DISTRICTAND LMS 


532 076 

304 642 

LG Fl NANCI AL M ANAGEM ENT 


0 

0 

AUDITFEES-EXTERNAL 


1 167 637 

963 630 

AUDITFEES-INTERNAL 


530 825 

401 005 

ADVERTISEMENT 


138 713 

165 565 

MEMBERSHIP FEES 


0 

0 

LICENCEFEES 


112 986 

30 024 

FIRESERVICES 


2 512 591 

1 814 921 

SUBSCRIPTIONS 


3 131 

2 588 

PROJECT LAUNCH 


2 033 812 

1 186315 

AUDITCOMMITTEE 


82 398 

43 151 

CUSTOMER SATISFACTION SURVEY 


406 850 

832 000 

ASSESSMENTOF UNAUTHORISED DEVELOPM 


0 

0 

EMERGENCYSERVICE PROVISION 


1 671 

203 475 

GRANTIN AID 


27 046 

84 563 
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NOTES TO THE CONSOLIDATED ANNUAL FINANCIAL STATEMENTS FOR THE PERIOD ENDING 30 JUNE 2011 (continued) 




GENERAL EXPENSES CONTINUED 




LEGAL COSTS 

262 393 

260 331 

ENTERTAINMENT& REFRESHMENTS 

1 67 766 

101 525 

BOOKS AND PUBLICATION 

14 187 

38 815 

CATERINGMEETINGS 

212 655 

229 207 

COMPUTER PROGRAMMS 

19 492 

29 178 

RENTAL OFFICE EQUIPMENT 

0 

0 

FUELANDOIL 

505 663 

0 

CLEANINGMATERIALS 

24 593 

37 156 

RENTAL OFFICE 

599 344 

556 768 

CONSUMABLES 

0 

0 

CHEMICALS 

0 

0 

CLEANING SERVICES 

73 636 

114 244 

CCC OPERATOR CO 

0 

48 317 

PRINTING AND STATIONERY 

168 587 

461 433 

RAILAGE &CARTAGE 

0 

0 

POSTAGE 

5316 

6 926 

TELEPHONE 

823 728 

805 604 

BANK CHARGES 

40 486 

38 274 

SAMPLEOFFOOD &MILK 

24 271 

17 838 

INVENTORY-LOG 

358 

5 629 

SMALL TOOLS 

0 

0 

ELECTRICITY 

484 361 

357 890 

LOCAL COUNCILS 

461 776 

428 970 

INSURANCE 

415 676 

528 286 

SECURITY 

220 359 

238 436 

ISWIP 

0 

0 

YOUTH ANDGENDER 

461 707 

451 685 

SEMI URBAN WATERSUPP PROG 

0 

20 102 

PLAN-PEOPLE WIT 

105 467 

85 771 

SAFTEY 

(420 813) 

0 

PROFESSIONAL SERVICES 

0 

0 

PLANNING 

1 081 

0 

TRANSLATION / INTERPRETATION 

0 

84 879 

MEETlNG:STATlONARY 

0 

0 

MEETlNG:SUBS/TRAVEL 

0 

0 

CONFERENCE AND SEMINAR 

187 432 

51 306 

MEMBERSHIP FEES 

198 175 

115 779 

SUBSISTENCE&TRAVELLING 

2 875 274 

2 283 655 

OFFICE RELOCATION COSTS 

0 

0 

PARKING EXPENSES 

1 776 

0 

CORPORATEMATERIAL 

71 915 

76512 

PROMOTION 

(1 577) 

95 032 

PROMOTION , BERG, BUSH & BATTLE 

1 577 

60 799 

RECRUITMENTOFSTAFF 

104 533 

165 963 

OCCUPATIONAL HEATH AND SAFTEY 

0 

1 790 

TRANSPORTOFFICI AL VEHICLE 

347 252 

686 679 

RENTAL OFFICE 

72 321 

65 646 

PUBLIC CONSULTATION 

0 

0 

TRAININGDIRECT 

694 655 

777 489 

SKILLS DEVELOPMENTLEVY 

179 818 

154 935 

DEPARTMENTAL COSTS 

0 

0 

WATER ANALYSIS 

0 

0 

WATER PURCHASES 

0 

0 

WATER RESEARCH 

0 

0 

WATER RESOURCES 

1 905 006 

0 

ECONOMIC REGENE 

0 

0 

DAYS OF NATIONAL IMPORTANCE 

0 

613 605 

PROMOTION OF DEMOCRAY 

0 

0 

PROMOTIONOF AGRICULTURE 

0 

175 688 

DECADE OF DEM0CRACYCELEBRAT10N 

0 

0 

ELDERLYAND WIDOW PROGRAMS 

0 

0 

M AYORAL SPORTS TOU RNAM ENT 

298 179 

420 371 

DROUGHTRELIEF 

0 

0 

KWANALOGA GAMES 

0 

0 
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NOTES TO THE CONSOLIDATED ANNUAL FINANCIAL STATEMENTS FOR THE PERIOD ENDING 30 JUNE 2011 (continued) 





GENERAL EXPENSES CONTINUED 



SPORTAND CULTURE 

4 283 614 

3 112 684 

DISTRICTCULTURAL EVENT 

400 721 

449 550 

RURAL HORSE RIDGING 

137015 

151 526 

WARDSPORTDEVELOPMENT 

100 571 

1 37 598 

DISASTER MANAGEMENT 

519 025 

676 725 

PROMOTION OFTOURISM 

1 210 038 

898 1 64 

SHOWS, EXHIBITS 

82 896 

94 160 

LED PROJEGT- CO FUNDING 

2 000 

844 504 

DROUGHTRELIEF 

7 702 928 

5 529 879 

MAYORAL PROJEGIS 

1 873 695 

2 103 007 

MAYORALIMBIZO 

1 001 337 

927 574 

IDP SECTOR PLAN 

0 

104 113 

MARKETING AND PROMOTIONS 

1 814 177 

1 677 531 

PUAPER BURIALS 

109 518 

51 086 

HIV AIDS PROGRAMMES 

438 899 

543 581 

ELDERLYAND WIDOW PROGRAMS 

634 219 

1 77 246 

EQUITABLE SHARE - CAPACITY BUI LDI NG 

0 

55 014 

EQUITABLE SHARE - CAPITAL 

19416 

69 193 

HUMAN RESOURCES 

0 

185 142 

201 0 PU BLIC VI EWI NG AREAS 

3 316 074 

5 1 70 589 


BAD DEBTS 

0 

477 957 


Leave expenses 

468 304 

432 344 


GENERAL EXPENSES 

45 584 994 

40 409 947 





23 

AGENCYFEES 








Uthukela Water Pty Ltd payment for 

93 844 105 

71 955 507 


provision of water services 







24 

GRANT EXPENDITURE 








MiG Grant 

106 816 640 

1 12 456 395 


DWAF : M & E Grant 

0 

600 000 


DWAF : Water Loss Management 

0 

1 871 999 


DIMS Project 

0 

3318 


Msinga/Nyoniyezwe Sportfield 

0 

74 259 


Umsinga Poultry Plan 

104 666 

178 185 


uMvoti Sports Complex - DSRS 

0 

214816 


Solid Waste Management 

300 000 

18 295 


Mokhabeleni Sports Complex 

0 

260 323 


Grant Funding Intergovernmental 

0 

200 000 


GRANT-EMANDLENI GRAZINGCAMP 

0 

4 904 


Shared Services 

1 117 604 

1 129 453 


Reserves: General Grants :lntergrated Tronsport Plan 

0 

1 34 000 


Reserves: General Grants :Finance Management Grant 

1 000 000 

1 097 695 


Reserves: General Grants :Gi]ima - Agriculture Development Strategy 

31 180 

- 


Reserves: General Grants :Gi]ima - Led Strategy 

3 600 

-15 170 


Reserves: General Grants :LGTA Assess ot Water 

0 

444 254 


LED:ENDUMENI MARKET STALLS 

0 

82 485 


LEDjSIGNAGE PROJECT 

99 664 

1681 1 


Reserves: Municipal Support Grant 

42 380 

53 546 


Reserves: LGTA Municipal (ICS) Grant; 

252 155 

745 527 


NLDTF : Dundee Arts & Cratt 

0 

904 852 


Reserves: GIS System Grant: 

139 686 

345 033 


Reserves: Municipal Systems Improvement Grant 

719 778 

760 715 


Bhambatha Stadium: 

0 

205 044 


Endumeni Rural Horse Riding: 

64 969 

1 1 6 324 


LED Msinga Agriculture Packhouse Project 

0 

1 38 300 


LED Msinga Stone Crushing Plan 

63 000 

7 638 


LED Msinga Bee&Mushroom Farming 

0 

- 
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NOTES TO THE CONSOLIDATED ANNUAL FINANCIAL STATEMENTS FOR THE PERIOD ENDING 30 JUNE 2011 (continued) 








GRANT EXPENDITURE CONTINUED: 





LED Nquthu Eqhude Agribusiness 


29 193 

- 


Disaster Management Grant 


(66 069) 

8 500 


LED Corridor Development 


900 000 

4 902 765 


Development Planning IDP Capacity Building 

(590) 

285 977 


Disoster Managemen Plan/Centre 


93 011 

374 121 


DTLGA:Capacity building 06/07 


4218 

- 


DTLGA:CAPACITY IDP 06/07 


16 023 



DTLGA:TECHSUP 06/07 


204 072 

408 646 


DTLGA:BACKLOG 06/07 


80 326 

36 222 


DTLGA:ENERGY 06/07 


24 561 

1 75 439 


Greytown BulkWater 


9 652 820 

12 994 063 


Contractor Incubator Project 


1 842 356 

-31 1 768 


Decommiss Nquthu Sewer 


2 032 293 

389 369 


Msinga Agri-Business 


0 

92 593 


Massifikation of Bulk Water 


3 329 072 

526 878 


Othame Sanitation 


0 

3 490 1 54 


EPWP Incentives 


137 243 



Drought Relief 


0 

206 908 


MUNICIPAL FUNDED PROJECTS 





Decommiss Nquthu Sewer 


928 199 

2 500 000 


Halodi Gravel Access Road 


0 

1 400 000 


Qhudeni Maxhili Sanitation 


483 981 

1 0 906 320 


OthameSanitation 


3218 149 

1 4 000 000 


Ndaya Regional Water 


(317 206) 

1 800 000 


Enseleni Community Halll Greytown 


95 857 



Enkamba Community Halll Msinga 


15 469 



Development of 2 landfill Sites 


(180 200) 



Pomeroy complex 


1 090 756 

1 596 702 


Dwaf cholera Intervention 


0 



Contributions to capital outlay 


22 115313 



TOTAL 


156 484 169 

177 831 890 











25 

IRREGULAR EXPENDITURE 





Bolance ot the beginning of the year 


505 423 

505 423 


Irregular expenditure recoverred 


241 363 



Irregular expenditure written-off 





Irregular expenditure incurred during the year 

707 188 





971 248 

505 423 







An amount of R505 423.00 has been identified as irregular expenditure on the 2l October 2009. An internal investigation 


wos conducted between the 21 to 26 October 2009 and the report was submitted to the Municipal Manager on 


the 27 October 2009. The Munlcipal Manager appointed the Forensic Auditor on the 4 November 2009 and the 


Investigation is in progress. The journal disclosing this omount as irregular expenditure was processed on 


the 4 November 2009. Further accounting treatments will be informed by the finalisation of the investigation. 




A civil case and a criminal case was instituted agoinst former employee. 


A court order was granted on the 25^*^ 

February 2010 for the attachment and removal of the assets of former employee 


by the sheriff. On the 23 August 2010 a summary judgment application was granted against former employee for 


the sale of the assets and the repossession of the pension fund monies due to former employee. 


R241 363 has been recovered from the sale of assets and pension pay-out. 




An amount of R707 188 is for the procurement of services from Toxi Association, Artists, Program Directors, and other servi( 



providers where one qoutation was obtained as this are sole suppliers and deviation form were not completed. 





26 

DEVIATION OF SUPPLY CHAIN MANAGEMENT POLICY 

1 596 987 

478 700 



1 596 987 

478 700 


Deviation occurred in procurement of several goods and services in 2010-201 1 financial yeor amounts to R 1596987, 


However the deviations were approved by the Accounting officer and reported to the Council meetings. 









27 

OPERATING LEASE LIABILITY 








Amounts payable under operating leases 




Within one year 




Within five years 

1 244 233 

2 657 800 



1 244 233 

2 657 800 


Less: Amount due for settlement within 12 months (current portion) (349 105) 

-529 570 


895 128 

2 128 229 


The Municipality is leasing 10 copiers from Xerox and monthly rental expense has been accounted for in the 


statement of financial perfomance. The average lease term is 5 years and the average escalation rate is 10%. 


The escallation is fixed for the duration of the contract 

. No arrangements have been entered intofor contigent 


net Obligation under operating lease are secured by the lessor's title to the leased asset. 
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NOTES TO THE CONSOLIDATED ANNUAL FINANCIAL STATEMENTS FOR THE PERIOD ENDING 30 JUNE 201 1 (continued} 




28 

CONTIGENT LAIBILITIES 





Claim for damoge - Endumeni Municipality 





Tfie municipality recieved correspondence dated 25 October 2010 copied to the Auditor-General, MEC for Local 


Goverment Provincial and Natlonal Treasury from Endumenl Municipality serving a notice iterms of section 41 (2) of the 


Intergovermental relations framework Act i3 of 2005 relating to the failure of Umzinyathi to facilitate the transfer ot assets 


and laibilities to the value of R 18 144 104.47. Umzlnyathl Dlstrlct Municlpality and Endumeni has agreed to appoint 


Gobodo Incoporated to audlt the clalmand amount ot R1 1 769 407.51 have been confirmed by audit and agreed 


by two parties. U mzinyathi has raised a creditors provision for R 1 1 769 407.51 and the amount of R4 227 407.51 remain 


in dispute up until cleared by Internal audit and agreed by both parties. The amount not disputed to be settled 


after obtaining Exco Approval. 








29 

Subsequent Event 






Uncertaintv With Reaard Uthukei Water Ptv Ltd 



A Section 78 Assessment regarding the prefered mechanism for the provison of water services for Umzinyathi District 
Municipality and the future of Uthukelo Water Pty Ltd conducted by the MEC for Co-operative Governance and 
Traditional Affairs has been completed wlth the prellmlnary findlngs whlch are still subject to discussion and final 
resolution by all the parties concerned. The preliminary findings indicate that the existing water services provider 
function currently being performed by uThukela Water (Pty) Ltd will change in the future. The details of the changes, 
and the date of change, Is uncertaln at thls point in time. 
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NOTE 30 - CONSOLIDATED GRANT CREDITORS AND PROVISIONS : 30 JUNE 2011 

:CONTINUED 









R 



R 

Unspent Conditional Grants and Receipts 

70 464 064.15 115 385 201.93 

132 251 251.85 

2117 603.80 

51 480 410.43 


Opening 

Conditions met 

Operating 

Conditions still 


Balance at Currentyear 

Transferred to 

Expenditure 

to be met- Remaln 


01/07/2010 Receipts 

Revenue 

during the year 

Llablllties 


R 









MiG Grant 

44 299 562.44 75 215 596.00 

106 816 639.53 


12 698 518.91 

DWAF: M&E Grant 

600 000.00 



600 000.00 

DWAF: Water loss management 

1 305 005.93 



1 305 005.93 

Hermannesburg Mvoti Sportfield 

- 



- 

Umsinga Poultry Plan 

104 666.35 

104 666.35 


- 

Grant Funding Intergovernmental 

- 




Solid Waste Management 

300 000.00 

300 000.00 



Shared Services 

2 501 736.67 219 000.00 


1 117 603.80 

1 603 132.87 

Grant: Intergrated Transport Plan 

15 499.21 



15 499.21 

Grant: Finance Management Grant 

1 000 000.00 


1 000 000.00 

- 

Grant: Tourism 

37 755.92 



37 755.92 

Grant: I DP And Capacity Building 

- 



- 

Grant: Gijima - Agriculture Dev Strategy 

31 180.42 

31 180.42 



Grant: Gijima - Led Strategy 

15 169.71 

3 600.00 


11 569.71 

Grant: LGTA Assess of Water 

- 



- 

LED:DISTPICTSIGNAGE PROJECT 

99 663.68 

99 663.68 


- 

Grant: Municipal Support 

417 000.00 

42 379.95 


374 620.05 

LGTA Municipal (ICS) Grant: 

252 154.72 

252 154.72 


- 

NLDTF : Dundee Arts & Craft 

Grant: GIS System 

305 052.64 

1 139 861.89 

139 685.53 


305 052.64 

1 000 176.36 

Grant: Municipal Systems Improvement 

750 000.00 

719 778.41 


30 221.59 

Endumeni Rural Horse Riding: 

64 969.13 

64 969.13 


- 

LED Msinga Agiculture Packhouse Project 

1 35 298.00 



135 298.00 

LED Msinga Stone Crushing Pan 

138 960.06 

63 000.00 


75 960.06 

LED Msinga Bee&Mushroom Farming 

20 048.00 



20 048.00 

LED Nquthu Eqhude Agribusiness 

29 192.99 

29 192.99 


- 

Disaster Management Grant 

93 660.37 

-66 069.05 


159 729.42 

LED Corridor Development 

600 000.00 300 000.00 

900 000.00 



Development Planning IDP Capacity Buildinc 

-589.54 

-589.54 


- 

Disaster Managemen Plan/Centre 

93 011.05 

93 011.05 


- 

DTLGA:WSDP 06/07 

- 



- 

DTLGA:S78 06/07 

700 000.00 



700 000.00 

DTLGA:TECHSUP 06/07 

204 071.86 

204 071.86 


- 

DTLGA:BACKLOG 06/07 

80 326.05 

80 326.05 


- 

DTLGA:ENERGY06/07 

24 561.40 

24 561.40 


- 

DTLGA:CAPACITY BU I LDI NG 06/0 

4 217.56 

4 217.56 


- 

DTLGA:CAPACITY I DP 2007 

1 6 023.25 

16 023.25 


- 

Greytown Bulk Water 

886 482.06 23 412 600.00 

9 652 820.39 


14 646 261.67 

Contractor Incubator Project 

Decommiss Nquthu Sewer 

Msinga Asisukume Maize Massification 

1 842 355.82 

2 032 293.00 

1 1 99 758.84 

1 842 355.82 

2 032 293.00 


1 199 758.84 

Massifikation of Bulk Water 

Othame Sanitation 

EPWP Incentives 

Drought Relief No.3: 

473 121.62 11 907 000.00 

270 850.00 259 000.00 

3 329 071.77 

137 243.43 


9 051 049.85 

392 606.57 

GOVERNMENT GRANTS CREDITORS 

58010915.17 115385201.93 

126 916 247.70 

2 117 603.80 

44 362 265.60 

MUNICIPAL FUNDED PROJECTS 





Decommiss Nquthu Sewer 

2 500 000.00 

928198.66 


1 571 801.34 

Halodi gravel road 

605 634.60 



605 634.60 

Qhudeni Maxhilini Sanitation 483 980.52 

483 980.52 


- 

Othame Sanitation 4 1 30 642.44 

3 218149.32 


912 493.12 

Ndaya Regional Water 

1 372 816.74 

-317 206.30 


1 690 023.04 

Enseleni Community Halll Greytown 

95 856.52 

95 856.52 


- 

Enkamba Community Halll Msinga 

15 469.31 

15 469.31 


- 

Development of 2 Landfill Sites 

1 1 9 800.00 

-180 200.00 


300 000.00 

Pomeroy Complex Phasel 

3 1 28 948.85 

1 090 756.12 


2 038 192.73 

Dwaf Cholera Intervention 

- 



- 






MUNICIPAL FUNDED PROJECTS 

12 453148.98 

5 335 004.15 

- 

7118144.83 






GRANTS CREDITORS AND MUNICIPAL FUND 

70 464 064.15 115 385 201.93 

132 251 251.85 

2117 603.80 

51 480 410.43 






Provisions 





Leave pay 

I 307 082.00 


196 948.21 

1 110 133.79 

Provisions 

952 323.00 435 397.00 


80 638.00 

1 307 082.00 
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NOTE 30 - CONSOLIDATED GRANT CREDITORS AND PROVISIONS : 30 JUNE 2010: CONTINUED 




Opening 

Conditions met 

Operating Conditionsstill 


Balanceat Currentyear Transferred to Expenditure to be met - Remain 
01/07/2009 Receipts Revenue during the year Liabiiities 

R R R R R 


GovernmentGrants Creditors 

MiG Grant 

DWAF : M & E Grant 

DWAF : Water Loss Management 

DIMS Project 

Msinga/Nyoniyezwe Sportfield 
Hermannesburg Mvoti Sportfield 
Silonjane Nquthu Sportsfietd 
uMvoti Sports Complex - DSRS 
Fabeni Sports Stadium Suspen 
Makhabeleni Sports Complex 
Nondweni Sportfield Upgrade 
Nquthu Sport Stadium 
Umsinga Poultry Plan 
Fan Parks 

Grant Funding Intergovernmental 
Solid Waste Management 
Reserves: Transitional Grant 
GRANT-EMANDLENI GRAZINGCAMP 
Shared Services 

Grants: Intergrated Transport Plan 
Grants: Finance Management Grant 
Grants: Transformation Grant 
Grants: Community Communication Initiative 
Grants: Civil Protection 
Grants: Tourism 

Grants: IDP And Capacity Building 
Grants: PMS Funding DBSA 
Grants: Gijima 

Grants: Gijima - Inter SMME's 
Grants: Gijima - Agriculture Dev Strategy 
Grants: Gijima - Led Strategy 
Grants: LGTA WSDP Review 
Grants: LGTA Assess of Water 
LED:DISTRICTTOURISM STRATEGY 
LED:DISTRICTSIGNAGE PROJECT 
LED:ENDUMENI MARKETSTALLS 
LED:MANGENI WATERFALL 
LED:KWAKOPI CURIOSHOP 
LED:M U DEN ARTS & CRAF 
Reserves: Municipal Support Grant 
Reserves: CMC & Secretariat Grant 
Reserves: LGTA Municipal (ICS) Grant; 

NLDTF : Dundee Arts & Craft 
Growth Development Summit 
GIS System Grant; 

Municipal Systems Improvement Grant 


13 129 957.84 
600 000.00 
1 871 999.08 
3 318.42 
74 259.21 

178 184.73 
214816.18 
1 8 295.23 
260 322.54 


200 000.00 
300 000.00 

4 903.78 
2 613 064.86 
149 499.21 
97 694.75 


1 43 626 000.00 1 1 2 456 395.00 

600 000.00 
1 871 999.00 
3 318.00 
74 259.00 

178 185.00 
214816.00 
18 295.00 
260 323.00 


44 299 562.00 


1 018 125.00 
1 000 000.00 


1 129 453.00 
134 000.00 
1 097 695.00 


-15 170.00 


444 253.51 


99 663.68 
82 485.26 

0.00 

16811.16 

53 546.17 
997 682.01 
1 209 905.00 

1 484 894.89 
23 365.05 


53 546.00 
745 527.00 


345 033.00 
760 715.00 


2 501 737.00 
15 499.00 


31 180.00 
15170.00 


252 155.00 
305 053.00 


1 139 862.00 


Endumeni Rural Horse Riding; 

181 292.85 


1 1 6 324 

64 969 

LED Msinga Agriculture Packhouse Project 

273 598.00 


138 300 

1 35 298 

LED Msinga Stone Crushing Plan 

1 46 598.00 


7 638 

138 960 

LED Msinga Bee&Mushroom Farming 

20 048.00 

20 048 

LED Nquthu Eqhude Agribusiness 

29 192.99 

29 1 93 

Disaster Management Grant 

102 160.17 


8 500 

93 660 

LED Corridor Development 

502 765.44 

5 000 000.00 

4 902 765 

600 000 

Development Planning IDP Capacity Buildinc 

285 387.49 


285 977 

-590 

Disaster Managemen Plan/Centre 

467 131.63 


374 121 

93 011 

DTLGA;WSDP 06/07 

- 

DTLGA;S78 06/07 

700 000.00 

700 000 

DTLGA;TECH SUP 06/07 

612 717.50 


408 646 

204 072 

DTLGA;BACKLOG 06/07 

116 548.01 


36 222 

80 326 

DTLGA;ENERGY06/07 

200 000.00 


1 75 439 

24 561 

DTLGA;CAPACITY BU 1 LDI NG 06/0 

4 217.56 

4218 

DTLGA;CAPACnYIDP 2007 

16 023.25 

16 023 

Greytown Bulk Water 

10334 944.75 

3 545 600.00 

12 994 063 

886 482 

Soya Bean Project 

- 

Contractor Incubator Project 

1 530 587.70 


-31 1 768 

1 842 356 

Decommiss Nquthu Sewer 

2 421 662.58 


389 369 

2 032 293 

Msinga Agri-Business 

1 292 351.34 


92 593 

1 1 99 759 

CMI P Dundee Bulk Water 

- 

Massifikation of Bulk Water 

1 000 000.00 


526 878 

473 1 22 

Othame Sanitation 


3 490 153.98 

3 490 1 54 

- 

EPWP Incentives 

270 850.00 


270 850 

Drought Relief No.3; 

206 908.25 

206 908.00 

GOVERNMENT GRANTS CREDITORS 

44 944 309.00 

158 695 475.00 

1 40 988 005.00 4 640 864.00 

58 010 915.00 
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NOTE 30 - CONSOLIDATED GRANT CREDITORS AND PROVISIONS : 30 JUNE 2010: CONTINUED 










Municipal Funded Projects 




Decommiss Nquthu Sewer 

2 500 000.00 

- 

- 

2 500 000.00 

Halodi Gravel Access Road 

1 342 464.00 1 400 000.00 

2 136 830.00 


605 635.00 

Qhudenl Machllinl Sanitation 

10 906 320.00 

10 422 339.00 


483 981.00 

Othame Sanitation 

14 000 000.00 

9 869 358.00 


4 1 30 642.00 

Ndaya Regional Water 

1 800 000.00 

427 183.00 


1 372 817.00 

Enselenl Community HalH Greytown 

1 106 842.20 

1 010 986.00 


95 857.00 

Enkambo Communlty Halll Mslnga 

1 146 125.96 

1 130 657.00 


15 469.00 

Development ot 2 Landflll Sltes 

1 000 000.00 

880 200.00 


119 800.00 

Pomeroy Complex Phasel 

3 132 000.00 

3 051.00 


3 128 949.00 






GovernmentGrants Creditors 

4 595 433.00 33 738 320.00 

25 880 604.00 

- 

12 453 149.00 











GRANTS CREDITORS AND MUNICIPAL FUNDE 

49 539 742.00 1 92 433 795.00 

166 868 609.00 

4 640 864.00 

70 464 064.00 






Provlslons 





Leave pay 

952 323.00 435 397.00 


80 638.00 

1 307 082.00 

Provisions 

952 323.00 435 397.00 


80 638.00 

1 307 082.00 
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Note 31 












CONSOLIDATED ANALYSIS OF FINANCIAL PERFORMANCE 










FOR THE PERIOD ENDING 30 JUNE 201 1 










Actual 



Actual 


Budget 

2010 



" 2011 


^ 2011 

R 



R 


R 









INCOME 










252 017 698 


Government and Provincial grants and subsidies 

266 863 863 


283 991 356 

291 797 


Rental of Facilities and equipment 

237 287 


399 300 

8 339 828 


Interest Earned - External Investment 

5 741 698 


6 483 500 



Contribution from operating surplus 



21 557 449 



Watersales 



19 000 000 

215 108 


Proceed on Sale of Asset 

0 



287 725 


Other 

403 506 


2 511 600 

261 152 156 



273 246 355 


333 943 205 









EXPENDITURE 










20 234 671 


Salaries, wages and allowances 

24 808 368 


35 973 494 

4 669 826 


Depreciation 

3 660 773 



8 867 012 


Post Retirement benefit 

3 703 476 


40 609 967 


General expenses 

45 584 994 


39 520 136 

71 955 507 


Agency fees 

93 846 105 


63 601 316 

4 764 698 


Repairs and maintenance 

5 694 355 


7 586 702 

273 612 


Interest paid 

0 


184 756 

1 78 264 234 


Contracted services 

156 484 168 


187 076 800 







329 639 527 


Gross expenditure 

333 782 238 


333 943 204 







(68 487 371) 


DEFICITFORTHEYEAR 

(60 535 883) 


1 







-10 252 789 


Interest in Joint Venture 

(19 866 625) 









-78 740 160 



(80 402 509) 
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APPENDIX A 
















CONSOLIDATED ANALYSIS OF PROPERY PLANT AND EQUIPMENT AS AT 30 JUNE 201 1 















Expenditure 

Service 

Budget 

Opening 

Bolance 

Expenditure 

/Revaluafion 

Transfered/ 

Disposal 

Closing Balance 

Opening Thisyear Disposal 

Depreciation Depreciation CurrentYear 

Closing 

Balance 

Balance at 

2010 


2010 

30/06/2010 

2011 

2011 

2 011 

2011 2011 

2011 

30/06/201 1 











R 

R 

R 

R 

R 

R 

R 

R R 

R 

R 











5 150 537 

Resource SupportServices 

5 333 1 73.69 

35 203 221 

2 079 508 

- 

37 282 729 

10 509 309 3 660 773 

1 4 1 70 082 

23 112 647 










0 

59 182 

Land and Building 

3 000 000 

1 6 655 920 

1 269 760 

- 

17 925 680.10 

1966 181.40 758 330.98 

2 724 512.38 

15 201 168 









- 


2 987 597 

Plant and Equipment 

- 

3 604 208 

22 271 

- 

3 626 479.23 

943 472.69 754 099.95 

1 697 572.64 

1 928 907 











1 109 427 

Office Furniture and Equipment 

1 333 174 

7814391 

787 314 

- 

8 601 704.60 

4 046 799.20 1 007 421.26 

5 054 220.46 

3 547 484 











994 331 

Motor Vehicle 

1 000 000 

6 820 247 

162 

- 

6 820 409.46 

3 244 400.15 1 140 920.53 

4 385 320.68 

2 435 089 




- 




- 

- 



Intangible Assets 


308 455 

- 

- 

308 455.40 

308 455.40 

308 455.40 

0 











5 1 50 537 TOTAL FIXED ASSETS 

5 333 1 74 

35 203 221 

2 079 507.51 

0 

37 282 729 

10 509 309 3 660 773 0 

1 4 1 70 082 

23 1 12 647 
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APPENDIX B 


CONSOLIDATED SEGMENTED ANALYSIS OF PROPERY PLANT AND EQUIPMENT AS AT 30 JUNE 201 1 



Transferred / 



Expenditure Service Budget 

Balance at Expenditure Disposal 

Acc Depreciation 

Balance at 

2010 2 010 

30/06/2010 2 011 2 011 

2011 

30/06/201 1 

R R 

R R R 

R 

R 

5 150 538 Resource Support Services 5 333 174 

14 472 005 2 079 508 

3 272 956 

23112 647 

74 947 

Municipal Manager 


14 892 887 

2 079 508 

0 

3 272 956 

13 699 439 


Mayor 


9 263 


0 

0 

9 263 


Deputy Mayor 


8 628 


0 

0 

8 628 

600 

Speaker 


20 310 

0 

0 

0 

20 310 

2 200 

Councillor 


10519 

0 


0 

10519 

0 

Internal Audit 


0 



0 

0 


Deputy Municipal Manager 


0 




0 

250 855 

Disaster Management 

10 000 

373 550 

0 

0 

0 

373 550 

3 897 146 

Corporate Services 

935 000 

6 581 781 

0 

0 

0 

6 581 781 


Secretariate 


0 


0 


0 

324 291 

Auxilliary Services 


585 711 

0 

0 

0 

585 711 

6 710 

Registry 


23 822 

0 

0 

0 

23 822 


Multi Purpose Centre 


0 




0 


Water Services 


0 




0 

36 840 

Planning 


144 701 

0 

0 

0 

144 701 

8 157 

Planning and Social Development 

1 95 000 

97 136 

0 

0 

0 

97136 


Pimms 


1 022 


0 

0 

1 022 

87 542 

Gis 


156 618 

0 

0 

0 

156 618 


Development 


0 




0 

2 409 

Led, Idp, and Tourism 


12110 

0 

0 

0 

12110 

189 697 

Financial Services 

100 000 

793 338 

0 

0 

0 

793 338 


Finance : Levies 


0 


0 

0 

0 

213 203 

Technical Services 

4 053 1 74 

501 544 

0 

0 

0 

501 544 

33 863 

Community Based Public Works 


52 365 

0 

0 

0 

52 365 


Vehicles Technical Services 


0 




0 


Nondweni 


0 




0 

22 078 

Enviromental Flealth 

40 000 

40 790 

0 


0 

40 790 




- 




0 
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CONSOLIDATED SEGMENTED STATEMENT OF FINANCIAL PERFORMANCE 













FOR PERIOD ENDING 30 JUNE 201 1 

















" 2010 

2010 

2010 



" 2011 

^ 2011 

^ 2011 


Actual 

Actual 

Surplus/ 



Actual 

Actuai 

Surpius/ 


income 

expenditure 

(deficit) 



income 

expenditure 

(deficit) 


R 

R 

R 



R 

R 

R 











" 279 056 919 

^ 347 544 542 

" (68 487 373) 


Resource Support Services 

276 479 868 

337 015 752 

(60 535 883) 


677 249 

23 898 059 

(23 220 810) 


Ccrporate Services - Admin 

238 208 

1 9 439 440 

(19 201 232) 


41 260 089 

4547410 

36 712 678 


Council 

51 485 599 

4 049 31 1 

47 436 288 


1 73 047 230 

183 450 414 

(10 403 184) 


Finance- Admin 

157 606 189 

151 425 166 

6 181 024 


64 069 709 

1 1 3 432 498 

(49 362 789) 


Technical Services - Admin 

67 143819 

136 493 565 

(69 349 746) 


0 

1 400 330 

( 1 400 330) 


Municipal Manager 

0 

2 302 476 

(2 302 476) 


2 642 

20 815 831 

(20 812 938) 


Planning and Social Development - Admin | 

6 053 

23 305 794 

(23 299 741) 




















279 056 919 

347 544 541 

(68 487 372) 


TOTAL 

276 479 868 

337 015 752 

(60 535 883) 













( 1 2 788 998) 


Interest in Uthukela Joint Venture 



(19 866 625) 













(81 276 370) 


Net surplus (Deficit) for the year 



(80 402 509) 













18 327 094 


Appropriations for this year (refer to note 1 6) 



0 













939 977 895 


Accumulated surplus beginning of the year 



877 028 619 






















877 028 619 


Accumuiated surpiusend ofyear 



796 626 110 
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APPENDIX D: STATISTICAL INFORAAATION 













" 2011 

"2010 

"2009 

" 2008 

2007 " 2006 

"2005 

" 2004 









General Stalislics 
















Levy tariffs 
















Regional Establishment Levy 








(% of Turnover excluding VAT) 

0 

0 

0 

0.12 

0.12 0.12 

0.12 

0.12 









Regional Services Levy 








(% of Solories, woges & drowings) 

0 

0 

0 

0.30 

0.30 0.30 

0.30 

0.30 









Number of Registered Levy Payers 

0 

0 

0 

1 245 

1 896 1 791 

1 459 

1 279 









Number of councillors of the Municipolity 

24 

23 

23 

23 

22 22 

23 

23 









Number of employees of the Municipolity 

86 

66 

64 

62 

44 86 

112 

106 









Number of woter connections 

- 

- 

- 

- 

722 

236 

+ 

















Water Staiistics 
















Units purified ( kL ) 

- 

- 

- 

- 

6317998 

* 

* 









UnitsSold ( kL ) 

- 

- 

- 

- 

5 1 75 736 

* 

* 









Distribution Loss ( kL ) 

- 

- 

- 

- 

1 142 262 

* 

* 









Distribution Loss ( % ) 

- 

- 

- 

- 

18% 

* 

* 









Averoge cost per unit sold ( R ) 

- 

- 

- 

- 

3.98 

* 

* 









*= Informotion not ovailoble 
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4.2 REPORT OF THE AUDITOR-GENERAL TO THE KWAZULU-NATAL 
PROVINCIAL LEGISLATURE AND THE COUNCIL ON THE FINANCIAL 
STATEMENTS AND PERFORMANCE INFORMATION OF UMZINYATHI 
DISTRICT MUNICIPALITY FOR THE YEAR ENDED 30 JUNE 2011 

Introduction 

1. I have audited the accompanying financial statements of the Umzinyathi District 
Municipality, which comprise the statement of financial position as at 30 June 2011, 
and the statement of financial performance, statement of changes in net assets and 
cash flow statement for the year then ended, a summary of significant accounting 
policies and other explanatory information as set out on pages xx to xx. 

Accounting officer’s responsibility for the financial statements 

2. The accounting officer is responsible for the preparation and fair presentation of 
these financial statements in accordance with the South African Standards of 
Generally Recognised Accounting Practice (SA Standards of GRAP) and the 
requirements of the Local Government: Municipal Finance Management Act of South 
Africa, 2003 (Act No. 56 of 2003) (MFMA) and the Division of Revenue Act of South 
Africa, 2010 (Act No.1 of 2010) (DoRA), and for such internal control as 
management determines necessary to enable the preparation of financial statements 
that are free from material misstatement, whether due to fraud or error. 

Auditor-General’s responsibility 

3. As required by section 188 of the Constitution of the Republic of South Africa, 1996 
(Act No. 108 of 1996), section 4 of the Public Audit Act of South Africa, 2004 (Act 
No. 25 of 2004) (PAA) and section 126(3) of the MFMA, my responsibility is to 
express an opinion on the financial statements based on my audit. 

4. I conducted my audit in accordance with International Standards on Auditing and 
General Notice No. 1111 of 2010, issued in Government Gazette No. 33872 of 15 
December 2010. Those standards require that I comply with ethical requirements 
and plan and perform the audit to obtain reasonable assurance about whether the 
financial statements are free from material misstatement. 

5. An audit involves performing procedures to obtain audit evidence about the 
amounts and disclosures in the financial statements. The procedures selected 
depend on the auditor’s judgement, including the assessment of the risks of material 
misstatement of the financial statements, whether due to fraud or error. In making 
those risk assessments, the auditor considers internal control relevant to the 
municipality’s preparation and fair presentation of the financial statements in order 
to design audit procedures that are appropriate in the circumstances, but not for the 
purpose of expressing an opinion on the effectiveness of the entity’s internal control. 
An audit also includes evaluating the appropriateness of accounting policies used 
and the reasonableness of accounting estimates made by management, as well as 
evaluating the overall presentation of the financial statements. 


2010/11 Annual Report 
Umzinyathi District Municipality 


Page 90 


6. I believe that the audit evidence I have obtained is sufficient and appropriate to 
provide a basis for my audit opinion. 

Opinion 

7. In my opinion, the financial statements present fairly, in all material respects, the 
financial position of the Umzinyathi District Municipality as at 30 June 201 1 , and its 
financial performance and cash flows for the year then ended in accordance with SA 
Standards of GRAP and the requirements of the MFMA and DoRA. 

Emphasis of matter 

8. I draw attention to the matter below. My opinion is not modified in respect of this 
matter: 

Significant uncertainty 

9. As disclosed in note 28 to the financial statements, the Umzinyathi District 
Municipality received notice from the Endumeni Municipality, served in terms of 
section 41(2) of the Intergovernmental Relations Framework Act of South Africa, 
2005 (Act No. 13 of 2005). This relates to the failure of the district municipality to 
settle the remaining amount of R4,227 million regarding the transfer of water 
services’ assets and liabilities. This matter is currently under arbitration. 

Additional matter 

10. I draw attention to the matter below. My opinion is not modified in respect of this matter: 

Unaudited supplementary schedules 

1 1 . The supplementary information set out on pages xx to xx do not form part of the 
financial statements and is presented as additional information. I have not audited 
these schedules, and, accordingly I do not express an opinion thereon. 

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS 

12. In accordance with the PAA and in terms of General Notice No. 1111 of2010, issued 
in Government Gazette No. 33872 of 15 December 2010, I include below my 
findings on the annual performance report as set out on pages xx to xx and material 
non-compliance with laws and regulations applicable to the municipality. 

Predetermined objectives 

13. There are no material findings on the annual performance report. 

Compliance with laws and regulations 

14. There are no findings concerning material non-compliance with laws and regulations 
applicable to the municipality. 
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INTERNAL CONTROL 

15. In accordance with the PAA and in terms of General Notice No. 1111 of 2010, issued 
in Government Gazette No. 33872 of 15 December 2010, I considered internal 
control relevant to my audit, but not for the purpose of expressing an opinion on the 
effectiveness of internal control. There are no significant deficiencies in internal 
control that resulted in a qualification of the auditor’s opinion on the financial 
statement and findings on predetermined objectives and/or material non-compliance 
with laws and regulations. 


Pietermaritzburg 
30 November 201 1 




AUDITOR-GENERAL 


SOUTH AFRICA 


Auditlng to bu/ld public confidence 
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CHAPTER 5: FUNCTIONAL AREA OF SERVICE DELIVERY REPORTING 


Umzinyathi District Municipality consists of four departments and the office of the 
Municipal Manager, the breakdown of departments is as follows: 


• Department of Financial Services; 

• Department: Corporate Services. 

• Department: Planning and Social Development; and 

• Department: Technical Services; 

5.1 Overview of Departmental Functions 

5.1 .1 Office of the Municipal Manager 

It is the responsibility of the Municipal Manager as “Accounting Officer” to: 

• Promote sound financial management throughout the municipality; 

• Be responsible for all income and expenditure, all assets and the discharge of all 
liabilities; 

• Ensure compliance with the Municipal Finance Management Act (MFMA) No. 56 of 
2003; 

• Prevent fruitless and wasteful expenditure; 

• Disclose all information on debts; 

• Ensure the development and implementation of the Integrated Development Plan 
(IDP), which consists of five development strategies upon which the annual budget is 
based 

• Development and implementation of the Budget through the IDP; and 

• Implementation of Sound Performance Management System to ensure that the 
municipal development mandate is achieved. 

5.1 .2 Financial Services 

The activities being undertaken in the Finance Department include the following: 

• Income and Expenditure, 

• Procurement; 

• Budgeting; 

• Financial Reporting; and 

• Internal and External Auditing. 

5.1 .3 Department of Corporate Services 

The activities being undertaken in the Corporate Services Department include the 
following: 

• Public Relations; 

• Human Resources; 

• Administrative / Support Services; 

• Information Technology; 
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• Fleet Management; and 

• Security Services. 

5.1 .4 Department of Planning and Social Development 

The activities being undertaken in the Planning and Social Development Department 
include the following: 

• Local Economic Development; 

• Geographic Information System; 

• Disaster Management; 

• Environmental Health; 

• Tourism; 

• Special Programmes (youth, gender, women, disabled, sports, etc) 

• Statutory and Development Administration Planning; and 

• Supporting Services Department of Environment Affairs. 

5.1 .5 Department of Technical Services 

The activities being undertaken in the Technical Services Department include the 
following: 

• Project Management; 

• Municipal Infrastructure Implementation; 

• Municipal Infrastructure Operations and Maintenance; 

• Water Service Authority; 

• Public Works; and 

• Community Facilitation 


Herewith below are the infrastructure projects which are currently being implemented by 
the municipality, and also the infrastructure projects which will be implemented in the 
next two years, the municipality is committed in ensuring that the Millennium 
Development Goals of 2014 are achieved: 


2010/11 Annual Report 
Umzinyathi District Municipality 


Page 94 


MUNICIPAL FUNDED CAPITAL 
PROGRAMMES 

Municipai 

Area 

REVISED 

BUDGET 

2009/2010 

REVISED 

BUDGET 

2010/2011 

PROPOSED 

BUDGET 

2011/2012 

PROPOSED 

BUDGET 

2012/2013 

PROPOSED 

BUDGET 

2013/2014 








CCC Equipment 

Umzinyathi 

D.M. 

0 

10 000 

0 

0 

0 

Office equipment and Furniture 

Umzinyathi 

D.M. 

220 000 

450 000 

619 000 

616 000 

742 500 

Fire Engine Garage 


227 800 





Disaster Management Vehicle 


300 000 





Vehicle - Office of the Mayor 


500 000 





Vehicle - Corporate Services 1400 Bakkie 


150 000 





Vehicle - Corporate Services Sedan 


250 000 





Vehicles 

Umzinyathi 

D.M. 

0 

600 000 

1 200 000 

1 320 000 

1 386 000 

Financial System (New) 

Umzinyathi 

D.M. 


2 000 000 




Administration Assets 


1 647 800 

3 060 000 

1 819 000 

1 936 000 

2 128 500 








Water & Sanitation Infrastructure Programme 

Umzinyathi 

D.M. 


7 000 000 

1 410 538 

4 763 876 

11 184 182 

Ohudeni Maxhili Sanitation 

Nquthu 

Municipality 

10 690 520 

4 900 000 




Othame Sanitation 

Msinga 

Municipality 

14 000 000 

5 000 000 




Infrastructure Projects 

Umzinyathi 






Water and Sanitation Projects 

Umzinyathi 






Water and Sanitation Projects 


24 690 520 

16 900 000 

1 410 538 

4 763 876 

11 184 182 









2010/11 Annual Report 
Umzinyathi District Municipality 


Page 95 


Pomeroy Complex Phase 1 

Msinga 

Municipality 

3 376 800 

2 456 000.00 




Agricultural Implements (4 x 
Tractor,trailer,Ploughs) 

Umzinyathi 

D.M. 

2 400 000 

0 




Road Maintenance Equipment (Grader) 

Umzinyathi 

D.M. 

1 200 000 

0 




Renovation of Princess Magogo Building 

Umzinyathi 

D.M 


3 376 800 

3 714 480 

4 085 928 

4 494 521 

Suzafe Access Road 



0 




Halodi Community Hall 



0 




Nhlonga Community Hall 



0 




Qhudeni Community Hall 

Nquthu 

Municipality 


0 




Mbhele Community Hall 



0 




Mahlaba Community Hall 



0 




Enkamba Community Hall 1 - Msinga 

Msinga 

Municipality 


0 




Nyoni Road 



0 




Stradford Farm 



0 




Tafamasi 



0 




Enseleni Community Hall 1 - Greytown 

uMvoti 

Municipality 






Msinga Poutry Pan 

Msinga 

Municipality 






Development of 2 Landfill sites 

Two Regional 
Sites 

0 

1 000 000 




Halodi Road 


1 400 000 





Nquthu Sewer 


2 500 000 





Fan Parks 







Silonjane Nquthu Sportsfield 



200 000 

0 



Community Services Infrastructure 


10 876 800 

7 032 800 

3 714 480 

4 085 928 

4 494 521 
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37 215 120 

26 992 800 

6 944 018 

10 785 804 

17 807 203 

MUNICIPAL INFRASTRUCTURE GRANT 
PROGRAMMES 







Project Title 


2009/2010 

2010/2011 

2011/2012 

2012/2013 

2013/2014 

DWAF 







Rudimentary - Umzinyathi 

Umzinyathi 

D.M. 

1 1 937 340 

10 123 429 

6 000 000 

19 884 174 

19 884 174 

PMU 

Umzinyathi 

D.M. 

- 





Sub Total 


11 937 340 

10 123 429 

6 000 000 

19 884 174 

19 884 174 








Ruigtefontein Settlement Sanitation 


36 036 





Glenco/Sithembile Bulk Water Services 

Upgrade 

Endumeni 

Municipality 

3 000 000 

9 000 000 

12 000 000 



Sub Total 


3 036 036 

9 000 000 

12 000 000 

- 

- 








Othame Sanitation 

Msinga 

Municipality 

- 





Pomeroy Sub-Regional Sanitation 

Msinga 

Municipality 

- 


2 625 000 

2 625 000 

2 625 000 

Pomery-Nkalane Sanitation 

Msinga 

Municipality 

- 

1 1 700 000 

12 000 000 

1 1 500 000 

12 000 000 

Kwakopi-Mhangana Sanitation 

Msinga 

Municipality 

1 1 403 373 

6 000 000 

7 500 000 

9 500 000 

12 000 000 

Mthembu West - Tugela Ferry Water 

Msinga 

Municipality 

9 771 231 


12 000 000 

10 000 000 


Ngubukazi Water Scheme 

Msinga 

Municipality 

6 522 296 

4 860 659 

6 500 000 

10 500 000 


Pomeroy Sub-Regional Water Scheme 

Msinga 

Municipality 




3 000 000 


Keates Drift Water Scheme 

Msinga 

Municipality 

- 


12 500 000 

14 500 000 

16 200 000 
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Mbono Water 

Msinga 

Municipality 

11 031 050 

22 685 717 

13 038 024 

12 500 000 

13 038 024 

Ndaya Water 

Msinga 

Municipality 

- 


14 500 000 

14 500 000 

24 000 000 

Othame/Msinga Top Water 

Msinga 

Municipality 

- 



3 360 000 

3 360 000 

Douglas Water 

Msinga 

Municipality 

- 

400 000 


2 625 000 

2 625 000 

Mazabeko Water 

Msinga 

Municipality 

- 



3 675 000 

3 675 000 

Mzweni Water 

Msinga 

Municipality 

- 





Rorkes Drift Water 

Msinga 

Municipality 

- 




2 100 000 

Sub Total 


38 727 949 

45 646 376 

80 663 024 

98 285 000 

91 623 024 

MUNICIPAL INFRASTRUCTURE GRANT 
PROGRAMMES 







Project Title 


2009/2010 

2010/2011 

2011/2012 

2012/2013 

2013/2014 








Amangwe Buthanani - Isandlwana Phase 1&2 
Sanitation 

Nquthu 

Municipality 

2 314 652 





KwaJama Household Sanitation 

Nquthu 

Municipality 

5 470 853 

882 895 




Nondweni Town Sewage Disposal 

Nquthu 

Municipality 

- 

200 000 


10 000 000 

1 1 000 000 

Qhudeni- Manxili Sanitation 

Nquthu 

Municipality 

- 


2 000 000 


. 

Hlazakazi Water Scheme Phase 1 - 
Isandlwana 

Nquthu 

Municipality 

5 567 172 

3 663 434 

10 000 000 

1 5 1 37 826 

1 9 825 689 

Qhudeni Water Scheme 

Nquthu 

Municipality 

1 023 640 

. 

. 

. 

. 
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Ntinini Regional Water 

Nquthu 

Municipality 

- 

5 000 000 


1 000 000 

3 455 025 

Sub Total 


14 376 317 

9 746 329 

12 000 000 

26137 826 

34 280 714 








Mbuba-Ward 9 Sanitation 

uMvoti 

Municipality 

1 922 688 





Mbulwane/ Hlimbithwa Sanitation 

uMvoti 

Municipality 

- 

1 050 000 

5 124 703 

3 000 000 

1 050 000 

Muden / Ophathe Sanitation 

uMvoti 

Municipality 

- 

7 000 000 

8 000 000 

8 500 000 

10 000 000 

Muden Regional Water 

uMvoti 

Municipality 

5 500 000 

12 000 000 

1 1 054 273 

14 500 000 

1 0 799 088 

Makhabeleni Sanitation 

uMvoti 

Municipality 

7 000 000 

9 500 000 




Makhabeleni Water Phase 4,5 and Bulk 
Upgrade 

uMvoti 

Municipality 

10 308 033 

13 031 000 

8 000 000 

1 1 000 000 

16 000 000 

KwaSenge Sanitation 

uMvoti 

Municipality 

5 500 000 

226 385 




Ophathe - Water 

uMvoti 

Municipality 

10 341 348 

14 824 481 

8 000 000 

13 500 000 

22 000 000 

Eshane Water Supply Scheme Phase 1 

uMvoti 

Municipality 

1 1 363 289 


9 000 000 



Sinyambothi Water 



400 000 

- 

- 

- 

Mbulwane/ Hlimbithwa Water 

uMvoti 

Municipality 

- 

2 100 000 

2 100 000 

2 100 000 

2 100 000 

Njengabantu Water 

uMvoti 

Municipality 

- 





Mbuba Water 

uMvoti 

Municipality 

- 








- 

- 

- 

- 

Sub Total 


51 935 358 

60 131 866 

51 278 976 

52 600 000 

61 949 088 
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TOTAL PROJECT BREAK DOWN 


120 013 000 

134 648 000 

161 942 000 

196 907 000 

207 737 000 

MIG ALLOCATION AS PER DORA 


134 648 000 

134 648 000 

161 942 000 

196 907 000 

207 737 000 



14 635 000 


0 

0 

0 








Water Projects 


88 680 051 

109 788 720 

136 692 297 

163 282 000 

171 062 000 

Sanitation Projects 


31 332 950 

24 859 280 

25 249 703 

33 625 000 

36 675 000 

Total 


120 013 000 

134 648 000 

161 942 000 

196 907 000 

207 737 000 
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CHAPTER 6: IMPROVEMENT PERFORMANCE MEASURES 


Enormous challenges were confronted during the year under review which hindered the 
municipality from reaching some of the targets, mitigating measures were put in and the 
major challenges are highlighted in the table below: 


Nature of 
Challenges 

Challenges Experienced 

Mitigating Measures 

1 . Dependency on 
external funding 

Due to lack of income generating streams, 
the municipality has to solely rely on grants 
derived funding from public and private 
institutions for the provision of services. 

The municipality is continuing to lobby 
for funding from potential financial 
institutions, and is also in the process of 
developing the revenue enhancing 
strategy to maximize income streams 
and also to improve cash flow 
management. 

2. Dispersed 
settlement 
patterns and 
uneven terrain 

The existing dispersed settlements in 
traditional areas coupled with the 
mountainous terrain makes it costly for the 
municipality to provide services in relation 
to the allocation received from government. 
This has a negative impact as the 
municipality ends up being unable to meet 
its developmental target. 

The District will be continuing to involve 
itself in spatial planning sessions with 
the local municipalities in implementing 
the Planning and Development Act. 
Personnel for the Development 
Planning Shared Services have been 
appointed to enhance the planning 
technical capacity. 

3. Lack of 
operation and 
maintenance 

The municipality has been facing water cut 
offs and water leaks due to poor operation 
and maintenance, most of the 
infrastructure within the district is old and 
needs effective operation and 

maintenance, and poor operation and 
maintenance leads to the collapsing of 
projects. 

The municipality has taken over the 
operation and maintenance of some of 
the water schemes from Uthukela 
Water and has appointed capable and 
reputed engineering firms to operate 
and maintain them. 

Through an intervention undertaken by 
the MEC of the Department of Co- 
operative Governance and Traditional 
Affairs on Uthukela Water. 

Section 78 assessment was undertaken 
to determine the effectiveness of 
providing the water service, and the 
outcome is being awaited from the 
MEC 
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Nature of 
Challenges 

Challenges Experienced 

Mitigating Measures 

4. Insufficient 
funding for bulk 
supply of water 
and sanitation 

A demand for financial resources has 
always outstripped supply, hence the 
problem of failing to wipe out the backlogs 
and adhere to the Millennium Development 
Goals. 

The budget available to deal with backlogs 
is not sufficient to effectively deal with the 
problem. 

The municipality has requested 
technical support from the Department 
of Co-operative Governance and 
Traditional Affairs to lobby for funding 
from the financial institutions and loan 
funding to the amount of R 
330,000,000.00 has been requested 
from DBSA. 

5. Implementation 
of sustainable 
LED 

programmes 
and project 

Some of the LED programmes and 
projects that have been implemented by 
the municipality have proven not to be 
sustainable, and have collapsed. This was 
caused by the lack of internal technical 
support and proper packaging of the 
projects 

The municipality has prepared a District 
Economic Profile which packages 
credible and sustainable LED projects, 
and has been submitted to Independent 
Development Corporation for funding to 
enable the municipality to undertake 
high impact economic development 
projects. 

The municipality has also been 
provided with an LED Technical support 
through an LED Specialist by the 
Department of Economic Development 
and Tourism, to guide and enable the 
municipality with effective 

implementation of LED initiatives, and 
also catalyze economic development 
within the district. 

The municipality has also developed 
LED Vision 2014 which highlights key 
development programmes and projects 
which the municipality is aiming to 
implement through partnerships with 
the private and public sector. These 
programmes range from institutional 
development, agricultural development 
and diversification, tourism 

development, infrastructure 

development, mining development and 
SMME development. The municipality 
believes that through the effective 
implementation of this vision, it will 
overcome most of its challenges. 
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Nature of 
Challenges 

Challenges Experienced 

Mitigating Measures 

6. Implementation 
of Special 
programmes 
for youth, 
women, elderly 
and people 
living with 
disability 

Lack of sustainable programmes for youth, 
women, elderly and people living with 
disability 

The special programmes section has 
been restructured and more capacity 
provided to enable the municipality to 
deliver on its developmental mandate. 

Detail implementation plan to deliver on 
these programmes as one of the key 
development programmes of the 
municipality is currently being 
developed, and tangible results will be 
reported on quarterly basis. 
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CHAPTER 7: SERVICE PROVIDER’S PERFORMANCE 


During 2010/11 financial year, Umzinyathi District Municipality had seven (7) external 
service providers which were contracted to the municipality to provide a range of 
services. In terms of Section 46 (1) (a) of the Municipal Systems Act, 2000, the 
municipality has to provide performance details of the external service providers 
contracted during the year under review and the performance assessment of these 
service providers is as follows: 

7.1 UThukela Water Services 

Umzinyathi District Municipality is a Water Services Authority (WSA), and is under a 
legal obligation in terms of Section 12 of the Water Services Act of 1997. Umzinyathi 
District Municipality together with Amajuba District Municipality and Newcastle Local 
Municipality have a shared municipal entity known as Uthukela Water (Pty) LTD which is 
responsible to undertake the provision of water services in the region. 

In December 2007, the MEC for the Department of Co-operative Governance and 
Traditional Affairs intervened in the operations of the municipal entity through the 
application of Section 139 (1) (b) of the Constitution. Since then the municipal entity 
reports to the MEC, and the municipality performs a supporting role to the municipal 
entity. 

In view of the entity’s inability to effectively render sustainable water services, the 
municipality took over the operations of some of the schemes namely, Makhabeleni, 
Hemmarnsburg, Muden and Ndindindi (phase 2 and 3), where it felt that the effects of 
the incapacity of the entity were severe. During 2009/10, the Department of Co- 
operative Governance and Traditional Affairs commenced with a process of undertaking 
Section 78 assessment for an effective rendering of water services, and this process 
was completed during 2010/1 1 financial year. The outcome of Section 78 assessment is 
being awaited from the department. 
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7.2 Rural Metro Services 


During 2008/09 financial year, the municipality renewed the contract with Rural Metro for 
the next five (5) years. Rural Metro deals with disaster management functions and other 
responsibilities which include fire fighting, managing the communication system to report 
disasters and also operations. During the year under review, the municipality was 
satisfied with the level of dedication and commitment shown by the service provider in 
dealing with fire services management issues, as the service provider managed to meet 
the targets which were set during the beginning of the financial year. The municipality is 
reviewing the performance plan for the service provider which will have to be entered 
into by both parties to ensure that tangible outputs are achieved on quarterly and annual 
basis. 

7.3 District Information Management System - Intermap 

The municipality entered into the Service Level Agreement with Intermap to assist the 
municipality with reviving the implementation and functionality of District Information 
Management System (DIMS). Information technology and systems have become a 
significant part of every organisation’s day to day operations and is viewed as a critical 
resource, hence the municipality revived the implementation and functionality of DIMS. 

Intermap’s responsibilities included taking care of institutional arrangements, 
performance management, administration, human resources, procurement, integrated 
development planning, project management, finance and office and data adaptors. 
Intermap also provided IT support on web hosting and managing the municipal IT 
system. 

7.4 VIP PAYROLL 

The municipality had a contract with VIP and their responsibilities included, amongst 
others, provision of payroll and administration software. The municipality was satisfied 
with the level of dedication and commitment by the service provider in providing the 
service, though the municipality experiencing a challenges in integrating the VIP Payroll 
and Sebata (financial system). The municipality is considering appointing a new service 
provider that can be able to integrate the two systems during the new financial year. 
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7.5 Sebata 


The municipality had a contract with Sebata and their responsibilities included, amongst 
others, provision of financial management software and relevant support system to 
ensure effective management of the municipal finances. The municipality was satisfied 
with the level of dedication and commitment shown by the service provider in providing 
the service, though the municipality is experienced a challenge in integrating the VIP 
Payroll and Sebata (financial system). The municipality is considering appointing a new 
service provider that can be able to integrate the two systems during the new financial 
year. 

7.6 Beak Security Services 

The municipality was satisfied with the service rendered by the service provider during 
the year under review. 

7.7 Xerox services 

The municipality had a contract with Xerox. The responsibilities of Xerox included, 
amongst others, leasing printing machines to Council, maintenance of photocopying 
machines and also attended to urgent municipal queries as and when needed. The 
municipality was satisfied with the level of dedication and commitment shown by the 
service provider in providing the service. 
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CHAPTER 8: REPORT OF THE AUDIT COMMITTEE 


ESTABLISHMENT OF AN AUDIT COMMITTEE 


Section 166 (1) read with section 166 (6) of the Municipal Finance Management Act 56 
of 2003 provides that each Municipality must have an Audit Committee subject to that a 
single Audit Committee may be established for a District Municipality and the Local 
Municipalities within that District Municipality. 

Umzinyathi District Municipality appointed an Audit Committee for itself with the following 
members: 


NAME 

Mr. LCT Nkosi 
Mr MS Ismael 
Ms PL Masiteng 


CAPACITY 

Chairman 

Member 

Member 


FUNCTIONS OF THE AUDIT COMMITTEE 

The functions of the Audit Committee are statutory and provided for in section 166 (2) of 
the Municipal Finance Management Act 56 of 2003 which reads: 

(2) An audit committee is an independent advisory body which must- 

(a) Advise the municipai councii, the poiiticai office-bearers, the accounting officer 
and the management staff of the municipaiity, or the board of directors, the 
accounting officer and the management staff of the municipai entity, on 
matters reiating to- 

i. Internai financiai controi and internai audits; 

/7. Risk management; 

iii. Accounting poiicies; 

iv. The adequacy, reiiabiiity and accuracy of financiai reporting and information; 

V. Performance management; 

vi. Effective governance; 

vii. Compiiance with this Act, the annuai Division of Revenue Act an any other 
appiicabie iegisiation; 

viii. Performance evaiuation; and 

ix. Any other six issues referred to it by the municipaiity or municipai entity; 
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(b) Review the annuai financial statements to provide the council of the municipaiity 

or , in the case of a municipal entity, the council of the parent municipality of 
the board of directors of the entity, with an authoritative and credible view of 
the financial position of the municipality or municipal entity, its efficiency and 
effectiveness and its overall level of compliance with this Act, the annual 
Division of Revenue Act and any other applicable legislation; 

(c) Respond to the council on any issues raised by the Auditor-General in the audit 

report; 

(d) Carry out such investigations into the financial affairs of the municipality or 

municipal entity as the council of the municipality, or in the case of a 
municipal entity, the council of the parent municipality or the board of 
directors of the entity, may request, and 

(e) Perform such other functions as may be prescribed. 


The functioning of the Audit Committee is hampered by the fact it does not receive any 
reports from the departments save for reports coming from the Internal audit and 
Finance Department. 

MEETINGS OF THE AUDIT COMMITTEE 

Section 166 (4) (b) provides: “An Audit Committee must meet as often as is required to 
perform its functions, but at least four times a year.” The Audit Committee sat together 
with listed persons on the dates stipulated and advised as follows: 

A. 28 JUNE2010 


Present Mr LCT Nkosi 

Mr MS Ismael 
Ms PL Masiteng 
Mr SN Dubazana 
Mr S Sivenarain 
Mr R Lahldas 
Mr M Dama 
Ms H Bester 
Mr B Hlatshwayo 
Mr SMB Buthelezi 
Mr BB Mdletshe 
Mrs CB Mkhize 
Mrs PP Sithole 
Mr E Bonga 

Mr TR Malunga 


Chairman Audit Committee 

Member, Audit Committee 

Member, Audit Committee 

Municipal Manager 

Auditor General 

Gobodo 

Gobodo 

Internal Auditor 

Manager IDP/PMS 

Exec. Manager Corporate Service 

Consulting Chief Financial Officer 

Accounting Budget and Reporting 

Accounting Income and Expenditure 

Exec Manager Planning & Social 

Dev 

Exec Manager Technical Services 
{absent with apology} 
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Mr T C Mnyandu 
Ms S R Gertze 
Mr Mthandeni Nene 
Ms T C Madonsela 


Water Services Authority Manager 
Legal Services Manager 
Accounted Income & Expenditure 
Admin Clerk 


INTERNAL FINANCIAL CONTROL AND INTERNAL AUDIT 

> A report on procurements for the for the month ending 31 May 2010 was tabled 
and the committee advised as follows: 

• Suppliers need to be rotated as it appears other suppliers are getting 
preferential treatment. 

• The Order of Charlie’s Spar for an electrician to repair a light in GIS & 
Procurement appearing on page 214 of the report is at best suspect. 

> An Internal Audit Report for the visit of December 2009 and March 2010 was 
table and the Audit Committee advise as follows: 

• The Internal Auditors are to make a report on matters raised and not followed 
up. 

• The municipal manager to take corrective measures on managers failing to 
address matters raised by the Internal Auditors 

• The municipal manager to invoke section 176 (2) of the Municipal Finance 
Management Act 56 of 2003 in respect of payments made for a cell phone 
allowance to an employee whose employment with municipality has been 
terminated as it appears on page 252 of the report 

RISK MANAGEMENT 

ACCOUNTING POLICIES 

> The accounting policies of the municipality should provide for invoking of section 
176 of the Municipal Finance Management Act56 of 2003. 

ACCURACY OF FINANCIAL REPORTING AND INFORMATION 

> On page 35 of the Report on Budget Statements for the period ending 31May 
2010 the figures do not tally with the figures on note 6. 


❖ CFO tabled a corrected report during the meeting 
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> Depreciation not budgeted for on the report 

❖ Audit Committee informed that entries for Depreciation at the end of the 
financial year 

❖ CFO informed the Audit Committee that as from 1 July 2010 the 
depreciation, government grants and contracted services is being 
reported on monthly basis. 


PERFORMANCE MANAGEMENT 

EFFECTIVE GOVERNANCE 

> The following policies were tabled 

• Bankinq and Investment Policy 


o The Audit Committee advised that funds invested in any one 
institution should not exceed 35% of the funds available to the 
municipality for investment, the CFO proposed 40% resolved CFO 
meet with Mr Ismael of the Audit Committee on this aspect. 


• Fraud Prevention & Anti-Corruption Policy 

• Subsistence and Travel Allowance Policv 

o The provision relating to 500 km should be revisited it was a policy 
relating to local municipalities as they were before the 
amalgamation and it has no application in a District Municipality. 

• Risk Manaqement Policy 


COMPLIENCE WITH LEGISLATION 
PERFORMANCE EVALUATION 

> A Report on performance assessment for managers table and noted by the 
committee 

> Setting a target to submit Expenditure Report to the Municipal Manager, Finance 
Committee, Executive Committee, and Council within 10 days after the end of 
each quarter is not achievable this target need to be changed. 
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MATTERS REFERRED BY COUNCIL 
REVIEW OF ANNUAL FINANCIAL STATEMENT 

ISSUES RAISED BY THE AUDITOR GENERAL 

> A Report was tabled and noted by the Audit Committee. 


B. 20 AUGUST 2010 


Present Mr LCT Nkosi 

Mr MS Ismael 
Ms PL Masiteng 
Mr R Lahldas 
Mr S Sivenarain 
Mr BB Mdletshe 
Mrs CB Mkhize 
Mr Mthandeni Nene 
Mrs PP Sithole 
Ms TC Madonsela 
Mr E Bonga 

Mr TR Malunga 
Mr SMB Buthelezi 
Mr B Hlatshwayo 
Ms H Bester 


Chairman Audit Committee 
Member, Audit Committee 
Member, Audit Committee 
Gobodo 
Auditor General 

Consulting Chief Financial Officer 
Accounting Budget and Reporting 
Accounted Income & Expenditure 
Accounting Income and Expenditure 
Committee Clerk 
Exec Manager Planning & Social 
Dev 

Exec Manager Technical Services 
Exec. Manager Corporate Service 
Manager IDP/PMS 
Internal Auditor 


INTERNAL FINANCIAL CONTROL AND INTERNAL AUDIT 

> On the cell phone allowance to an employee whose services with the 
municipality had been terminated the Audit Committee was informed that the 
matter had been addressed with the Internal Auditors 

RISK MANAGEMENT 

ACCOUNTING POLICIES 

> On the Banking and Investment Policy the Audit Committee advised that a 
maximum of 35% is to be kept in any one institution. 

ACCURACY OF FINANCIAL REPORTING AND INFORMATION 

PERFORMANCE MANAGEMENT 

> A report on progress on implementation of projects was tabled the following 
comments were made by the Audit Committee 
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o It is not enough to make a comment that projects are in progress, 
managers are expected to indicate the stage in which the project 
is and the projection regarding its completion. 

EFFECTIVE GOVERNANCE 

COMPLIANCE WITH LEGISLATION 

> The Audit Committee advised that treasury requires departments to compile an 
Auditor’s File wherein documents are kept ready for Auditors. 

• CFO informed the Audit Committee that the file is called a Working Paper 
File and is prepared and available for the Auditors. 

PERFORMANCE EVALUATION 

> A fourth quarter performance assessment report was presented to the Audit 
Committee who advised as follows: 

o Performance Assessment Reports are to be presented to the 
Internal Audit for verification, then to the Performance Evaluation 
Committee, and to the Audit Committee. 
o Performance Assessment Reports should be compiled for every 
quarter 

MATTERS REFERED BY COUNCIL 

REVIEW OF ANNUAL FINANCIAL STATEMENT 

> A Report on Annual Financial Statement for the period ending in June 2010 was 
tabled to which the following comments were made: 

o R68 905 042.00 is a high amount to be called General Expenses as it 
appears on page 43, efforts need to be made to specify such expenses. 
o Note 3 shows a zero movement on the Revaluation of Assets 
o Section 57 employees needed not be reported as receiving allowances 
from the municipality as they are contracted to an annual package 


ISSUES RAISED BY THE AUDITOR GENERAL 

C. 30 NOVEMBER2010 


Present Mr LCT Nkosi 

Mr MS Ismael 
Ms PL Masiteng 
Cllr I Bedassi 
Mr R Lahldas 
Ms H Bester 
Mrs CB Mkhize 


Chairman Audit Committee 

Member, Audit Committee 

Member, Audit Committee 

SCOMA 

Gobodo 

Internal Auditor 

Accounting Budget and Reporting 
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Mrs PP Sithole 
Ms TC Madonsela 
Mr B B Mdletshe 
Mr E Bonga 


Accounting Income and Expenditure 
Committee Clerk 
Consulting Chief Financial Officer 
Exec Manager Planning & Social 
Dev 

Exec Manager Technical Services 
Exec. Manager Corporate Service 
Manager IDP/PMS 
Municipal Manager 


Apologies 


Mr TR Malunga 
Mr SMB Buthelezi 
Mr BMN Hlatshwayo 
Mr SN Dubazana 


INTERNAL FINANCIAL CONTROL AND INTERNAL AUDIT 

> Gobodo presented an Annual Audit Plan for the period ending 30 June 2011 
which was accepted by the committee. 

RISK MANAGEMENT 

> The audit Plan presented by Gobodo was based on the Risk Assessment Report 
also presented to the committee 

ACCOUNTING POLICIES 

ACCURACY OF FINANCIAL REPORTING AND INFORMATION 

PERFORMANCE MANAGEMENT 

> A Report on Budget Statement for a period ending 30 September 2010 was 
presented and the committee commented: 


o A consolidated report on unspent conditional grants need to be compiled 
and presented to the committee 


EFFECTIVE GOVERNANCE 

> Gobodo tabled an Internal Audit Report for the period ending 30 June 2010 the 
following observation thereto was made by the committee 


o On page 163 of the report it appears that there is no clear distinction 
between the Bid Evaluation Committee and the Bid Adjudication 
Committee’s powers 

o It is recommended that the municipality review its Supply Chain 
Management Policy to give effect to the clear distinction of the powers of 
each committee 
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COMPLIANCE WITH LEGISLATION 


PERFORMANCE EVALUATION 

REVIEW OF ANNUAL FINANCIAL STATEMENTISSUES RAISED BY THE AUDITOR 
GENERAL 

D. 19 JANUARY 2011 


Present 


Mr LCT Nkosi 
Mr MS Ismael 
Ms PL Masiteng 
Cllr I Bedassi 
Mr M Naicker 
Mr M N Dama 
Ms H Bester 
Mrs CB Mkhize 
Mrs PP Sithole 
Ms TC Madonsela 
Mr B B Mdletshe 
Mr TR Malunga 
Mr SMB Buthelezi 
Mr BMN Hlatshwayo 
Mr SN Dubazana 
Mr M C Hadebe 
Mr M Mbedhli 


Chairman Audit Committee 

Member, Audit Committee 

Member, Audit Committee 

SCOMA [Absent with apology] 

Gobodo 

Gobodo 

Internal Auditor 

Accounting Budget and Reporting 
Accounting Income and Expenditure 
Committee Clerk 
Consulting Chief Financial Officer 
Exec Manager Technical Services 
Exec. Manager Corporate Service 
Manager IDP/PMS 
Municipal Manager 
Disaster Manager 
Provincial Treasury 


INTERNAL FINANCIAL CONTROL AND INTERNAL AUDIT 
RISK MANAGEMENT 

> On the Risk Assessment Report the committee commented 

o Management is supposed to present the report to the audit committee 
o Risk assessment should be a standing item on the agenda 

ACCOUNTING POLICIES 

ACCURACY OF FINANCIAL REPORTING AND INFORMATION 

> A Report of the Implementation of the Supply Management Policy for 31 October 
2010 was tabled and the committee 


o Some orders were not showing amount services were procured with 
o The supply chain unit staff need to trained and a responsible person over 
see their activities 

o Some procurement are suspicious. For example, a training session was 
procured from Universal Golf for R1 800.00 
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PERFORMANCE MANAGEMENT 

> A Report on Budget Statement for the period ending 31 December 2010 was 
tabled and noted by the committee 

EFFECTIVE GOVERNANCE 

COMPLIANCE WITH LEGISLATION 

PERFORMANCE EVALUATION 

> A Service Delivery and Budget Implementation Plan First Quarterly Progress 
Report was tabled and the committee commented as follows 

o On Technical Services it appears that projects that are being done by 
Thukela are reported as projects done by the municipality and 
management explains that by saying uThukela is their agent 
o The reported actual expenditure on projects are actually projections, that 
would have a result of misleading information in respect of delivery 
o Figures of backlogs, expenditure and projections to do not add up 
o It suggested that these reports should be presented to the Internal 
Auditors prior to them being presented to the Audit Committee. 

REVIEW OF ANNUAL FINANCIAL STATEMENT 

ISSUES RAISED BY THE AUDITOR GENERAL 

> Internal Audit Follow-Up Report on the 2008/2009 Issues Raised by the Auditor 
General was tabled; the committee comments that Internal Audit should review 
the documents before they are submitted to the committee. 

> The Report shows that of the 24 issues raised by the Auditor General 19 had 
been cleared. 

> The Audit Report was tabled and noted by the committee 


E. 08 MARCH 201 1 


Present 


Mr LCT Nkosi 
Mr MS Ismael 
Ms PL Masiteng 
Mrs CB Mkhize 
Ms TC Madonsela 
Mr SN Dubazana 
Mr E Bonga 

Mr TR Malunga 
Mr SMB Buthelezi 
MR B M N Hlatshwayo 
Ms H Bester 


Chairman Audit Committee 
Member, Audit Committee 
Member, Audit Committee 
Accounting Budget and Reporting 
Committee Clerk 
Municipal Manager 
Exec Manager Planning & Social 
Dev 

Exec Manager Technical Services 
Exec. Manager Corporate Service 
Manager IDP/PMS 
Internal Auditor 
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Apologies 


Mr B Mdletshe 


CFO 


INTERNAL FINANCIAL CONTROL AND INTERNAL AUDIT 
RISK MANAGEMENT 
ACCOUNTING POLICIES 

ACCURACY OF FINANCIAL REPORTING AND INFORMATION 
PERFORMANCE MANAGEMENT 

> The Service Delivery and Budget Implementation Plan Mid Year Performance 
Report was tabled and noted by the committee. 

> The committee noted the contents of the report on the second quarterly 
performance assessment for the municipal manager and manager reporting to 
the municipal manager 


EFFECTIVE GOVERNANCE 

COMPLIANCE WITH LEGISLATION 

> 2009/2010 Annual report tabled audit committee commented 

o Statistics on household are misleading and will result in the municipality 
reporting less backlogs than what is on the ground. 
o The expenditure on staff benefits should be reported upon as required by 
section 66 of the Municipal Finance Management Act 56 of 2003 


PERFORMANCE EVALUATION 

> Performance Assessment for the managers directly reporting to the municipal 
manager was noted by the audit committee 


REVIEW OF ANNUAL FINANCIAL STATEMENT 
ISSUES RAISED BY THE AUDITOR GENERAL 
F. 21 APRIL2011 


Present Mr LCT Nkosi 

Mr MS Ismael 
Ms PL Masiteng 
Mrs CB Mkhize 
Mrs P P Sithole 


Chairman Audit Committee 
Member, Audit Committee 
Member, Audit Committee 
Accounting Budget and Reporting 
Accountant 
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Apologies 


Ms TC Madonsela 
Mr SN Dubazana 
Mr E Bonga 

Mr TR Malunga 
Mr SMB Buthelezi 
MR B M N Hlatshwayo 
Mr M Naicker 
Ms H Bester 
Mr T Ncube 
Mr S C Mkhwanazi 
Cllr Bedassi 


Committee Clerk 

Municipal Manager 

Exec Manager Planning & Social 

Dev 

Exec Manager Technical Services 
Exec. Manager Corporate Service 
Manager IDP/PMS 
Internal Auditor - Gobodo 
Internal Auditor 
COGTA 

Manager Support Services 
SCOMA 


INTERNAL FINANCIAL CONTROL AND INTERNAL AUDIT 

> Internal Audit tabled a report from visit 1 of 2010/2011 in which the audit 
committee noted the findings and advise 

o The findings be sent to relevant departments for their attention. 
o That Gobodo should advise of a structure of internal audit in the event 
their contract is not renewed 
o That the internal audit structure be implemented 

RISK MANAGEMENT 

> Managers directly reporting to the municipal manager should double as risk 
committee 

> The Risk Assessment document as compiled by Treasury was noted 

ACCOUNTING POLICIES 

> The municipality should revisit the reporting on deviations which are currently 
reported as irregular expenditure despite being allowed by the regulations 


ACCURACY OF FINANCIAL REPORTING AND INFORMATION 

> A Progress report on Unspent Grants was tabled 

o The figures did not appear to be correct and the municipal manager 
advised the committee that they were not consolidated figures. 
o A report tracking the clearing of unspent grants need to be tabled in the 
next audit committee meeting. 

> A Report on the Implementation of the Supply Chain Management Policy for 31 
March 201 1 was noted 
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PERFORMANCE MANAGEMENT 

> A report of Budget Statement of 31 March 2011 was tabled and noted by the 
audit committee 

> The Third Quarterly Report of the Service Delivery and Budget Implementation 
Plan 201 0 /201 1 tabled and noted by the audit committee. 


EFFECTIVE GOVERNANCE 

COMPLIANCE WITH LEGISLATION 

PERFORMANCE EVALUATION 

REVIEW OF ANNUAL FINANCIAL STATEMENT 

ISSUES RAISED BY THE AUDITOR GENERAL 

CONCLUSION 


The Audit Committee reports that it has adopted appropriate formal terms of reference 
as its mandate, and has regulated its affairs in compliance with this mandate. 

The Audit Committee is satisfied that there was no material breakdown in the internal 
controls of the municipality during the financial year. This is based on the information 
and explanations given by management. 

The Audit Committee has evaluated the various reports of the municipality for the year 
ending in June 201 1 and, based on the information provided to the Audit Committee, 
considers that the municipality complies, in material respects, with its reporting 
requirements though a lot still need to be improved. The Audit Committee extends its 
gratitude to all that participated in its meetings for their contribution towards its effective 
functioning. The Audit Committee congratulates the municipality in achieving a clean 
audit. 


LCT NKOSI 

CHAIRMAN OF THE AUDIT COMMITTEE 
UMZINYATHI DISTRICT MUNICIPALITY 
24 January 2012 
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CHAPTER 9: REPORT OF THE OVERSIGHT COMMITTEE 

REPORT OF THE MUNICIPAL PUBLIC ACCOUNTS COMMITTEE (MPAC) ON 

THE 2010/11 ANNUAL REPORT 


The Umzinyathi District Municipality has received a clean audit report, which indicates 
that the financial statements are acceptable without management control issues. The 
municipality has come a long way and has fulfilled substantially most of the financial 
obligations. This shows that Council has taken reasonable steps to ensure that 
resources are used effectively, efficiently and economically. Further, that full and proper 
records of the financial affairs of the municipality are kept in accordance with prescribed 
norms and standards. 

One needs to keep in mind that good financial management is key to service delivery in 
any municipal organization in South Africa. The challenge is to sustain and improve on 
the effectiveness of our risk management, control and governance in order to receive 
regular clean audits on our Annual Financial Statements. Well done! 

The onerous requirements of so many legislative mandates, makes it difficult to achieve 
a clean audit report, a feat that very few municipalities achieve in South Africa let alone 
in KwaZulu - Natal. This achievement of the Umzinyathi District Municipality is 
recognized by the Municipal Public Accounts Committee. Therefore, this Committee 
commends Council, the Municipal Manager, the Senior Managers and all the staff of the 
District on the great strides made towards good governance and service delivery. 

The Municipal Public Accounts Committee performed an oversight role on behalf of 
Council on the 2010/1 1 Annual Report, the following framework was taken into account: 


No 

Annual Report Components 

MFMA 

Yes 

No 

Comments 

1 

Is there a set of the audited 
financial statements? 

S 121 (3)(a) 

V 



2 

Does the annual report contain 
the audit report on annual 
financial statements? 

S 121(3)(b) 

V 



3 

Does the annual report contain 
annual performance report in 
terms of S46 of MSA? 

S121(3)(c) 

V 



4 

Does the annual report contain 
the Auditor-General report on the 
municipality performance report? 

S121(3)(d) 

V 



5 

Does the annual report contain an 
assessment of the performance 
against measurable performance 
objectives for revenue collection 
by the accounting officer? 

S121(3)(f) 

V 


Collection of revenue 

during the year under 

review was being 

undertaken by Uthukela 

Water which is the 

Water Service Provider 
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for the municipality. 

The MEC for Co- 

operative Governance 

and Traditional Affairs 

intervened on Uthukela 

Water through Section 

139 and appointed a 

Service Provider to 

undertake Section 78 

on Water Service 

Delivery Mechanism. 

As part of the outcome 

of Section 78, Council 

has resolved to take 

back the water 

provision function, and 

will be performed by the 

municipality as from 01 

July 2012. 

6 

Does the performance report 
include the current year’s 
performance targets as well as 
prior year for the municipality as 
well as municipal entity? 

MSA S46(1)(a) 

V 



7 

Does the performance report 
contain the development and 
service delivery priorities and 
performance targets set for the 
financial year? 

MSA S46(1)(b) 

V 



8 

Does the performance report 
include measures that were taken 
or are to be taken to improve the 
performance? 

MSA S46(1)(c) 

V 
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9 

Is there an assessment by the 
accounting officer on any arrears 
on municipal taxes and service 
charges? 

S21(3)(e) 



Function is being 
undertaken by the local 
municipalities. 

10 

Does the annual report contain a 
response to the audit report on 
annual financial statements? 

S21(3)(g) 

V 



11 

Does the annual report contain 
the recommendation of the audit 
committee? 

S21(3)(j) 

V 



12 

Does the municipality have sole or 
effective control of a municipal 
entity? 


V 


The municipality is a 
share holder in 

Uthukela Water in 
partnership with 

Amajuba District 

Municipality and 

Newcastle Local 

Municipality, but with 
effective control 

measures in place. 

13 

If yes to the above, is there a set 
of consolidated annual financial 
statements? 

S121(3)(a), 

S122(2) 

V 



14 

Have the following document 
been placed on the municipal 
website 

• Annual Report; and 

• Performance Agreements in 
terms of Section 57 
employees. 


V 




To achieve the National Objective of Operation Clean Audit in 2010/1 1 and not 2014 is 
an achievement of collective hard work and commitment which we are proud of and we 
are also mindful of the need to maintain systems for sustainable quality financial 
statements and management information. I am confident that Council, together with the 
Municipal Manager and his staff will rise to the occasion and in the years to come will 
ensure that our pride as a Municipality of good governance and financial management 
does not diminish. 


DR I BEDASSI 

CHAIRMAN 

27 / 02/2012 
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CHAPTER 10: CONCLUSION 


During the year 2010/11, the municipality managed to deliver on its development 
mandate of improving the quality of life and providing quality service to its community, in 
spite of operating in an environment with challenges with the major one being financial 
constraints and escalating service delivery costs. The municipality managed to improve 
access to clean water and providing quality sanitation facilities by providing water to 
3,462 households and sanitation to 6,779 households. The municipality also effectively 
managed to maintain the functionality of the two flagship projects for incubation which in 
construction and agriculture. In the construction programme, the municipality managed 
to ring fenced construction tenders for nine incubatees to the value of R 8,325,074.00 
and created 129 temporal job opportunities. These programmes are aiming to 
capacitating and developing our community in the fields of construction and agriculture 
for a period of three years, and expected outcomes of these programmes is to create 
sustainable entrepreneurs that can contribute in the growing the economy. 

Though the municipality managed to deliver on its developmental mandate during the 
year under review, there are still challenges which the municipality is facing, to name a 
few, they relate to infrastructure backlogs sitting at 31% (32,737 households) for water 
and 14% (14,525 households) for sanitation, illiteracy rate of 46%, and that 65% of the 
population between the age of 15-65 with no form of income. The municipality is 
committed in creating a conducive environment for economic development and to strive 
towards the attainment of Millennium Development Goals of year 2014 to which all 
stakeholders and role players in the country are expected to contribute. 
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